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PREFACE. 



The following Lectures contain little that is not 
well known to many of my readers, and still less 
that is peculiarly and exclusively appropriate to 
the present emergency. They were written and 
delivered in a period of profound tranquillity; 
but we are now in a state which may require the 
exertions of every individual among the educated 
classes, and many may have to assist in executing, 
or even in originating measures for the relief of 
the labouring population, who are not yet suffi- 
ciently familiar with the principles according to 
which that relief is to be afforded. 

Under such circumstances, it has appeared to 
me that advantage might be derived from a short 
explanation of the ambiguities and fallacies which 
most obscure the subject of wages — the most 
difficult and the most important of all the branches 
of political economy. 

My principal object, however, has been to draw 
attention to the elementary proposition, that the 
rate of wages depends on the extent of the fund 
for the maintenance of labourers^ compared with 

a 2 
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IV PRBFACB. 

the number of hAomin^ i^ he trimitdinedv i 5^his^ 
proposition is so nearly sdf^eVidenO, IhatUt'raay 
appeal scarcely- to dewrve' a fornM stostemeiit; 
stillless to be dwdt cmilis if itwereisi discovepy. 
It is trud that it istAviods ahd trite } but^ pferfaaps^ 
on* thai vwy acooimt; its^ practical; ^consequenoes' 
have been neglected.' 'Bathe first phcey if tbife 
proposition be ^admitted!,' maity pmvale«i* ^opinfibiKB 
respiectifi^ ^e efTeots x>f unpitodiKtifve eoiisumption^ 
of machinery, and 'of 'ftee*trade, must 'be'^abAA- 
donedj and to show 1 this, is the i6bJ€ict>of Ihe 
second and third of the following-'Lectur^.: ! And 
ih the second pla<5e> it nkust also follow thaltthe 
rate of wages can be raised, or, whatiis nearly ttfe 
same, the eonditibn of the labouring «classes im^i 
proved, only by either increasing tfee fund foi^ 
their maintenance, or diminishing the fiumbbr'to 
be mairitainedl-'^'" -'^ -' ' '■ ''"'^*' ''''■■ '•' 

The prliicipAltneans by which th6= fund ht \lm 
maintenance Of labourers can be increasedi is-by^ 
increasing the productiveness of laboor', ■ ' Antl 
thi^ may be done,-^ « ^ / . n 

First, By allowing ev^ man to exert hitaselC 
in the way which, from experience, he finds mbst 
beiieficial; by freeing industry from themes* of 
redtritftions, pP6hibitions, ' faftfd protecting ' dwtifesy 
With wMch the Ije^^aidtfe, -sc^nKetitoes ' ih ^tii^ 
meaning IgnorAAcei liortiitlfihres Ih '|fi% aftd 40ibe^ 
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PBBFAGB. y 

tirrids in national jealousy^ has laboured ta eru^ J 
tx" misdivetit Iter efforts ^ and« 

iSf^condfy^ By pfttting-/ an &nd to that unhappy 
system wbioh^* m. the isontbern comities, has disso^^ 
ciateds labour from' subsisten<^— hais made wages 
Rota Dpjtter oC<3ontractr^ between the master' and 
the! wocfcmi9,:h!iit a'riglit ia the one, and a tax 
ontibe'jothiOT:; and, by removing the raotites^for 
exertipn^ has i^omkited^ .as for as it has beeti po&n 
sifcte^thfii labourer Unworthy of hh hire, . 
» The oialy effectual and permanent means of pre* 
venting 4:b0i unchie increaae of the number to be 
nidtniiiaii»ed> ia to raise the moral and intellectual 
eh^atter of the labouring population; to im- 
pm*^%i or; I fewc we must say, to create habits of 
prttd)^noe/o£ selfrrespeot, andof §elf-r€^traint; to 
ecjuafedki^s by nature, th^ are ^u^l, the wages 
of the single and the married, and no longer ta 
Haiiker^^ f^BPHly .the pa^^ort.to allow^n^. But 
these are^^BW^^earily gradual measures-rthey are^ 
pne;?enti¥?i, . not remjediaL The only wm^iat^ 
remedy for an actual excess in ope clap§ of the 
pftpulatiowi ;is the anciiex>t. aijd approved one, 

loItJfeiPf^ewat impprtsince ^o k^p in niiud»: that 
r^ mly ig emigr^itiw jtbe^alei iipw^iat^r f ew^dy*.: 
b)i|t ,^ati iti$sia r^fl^edy pTOp^u^tony tpi jth$ »4f>p\im 
aedcUeei^8sary.tpithe^fetyifQfeYeffy,Qth!^^ ., -; 
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'TW 'pKncipAl causef ^*the dilataiititt8fith«rt We 
are witnessinfg, ha^'befeii *he disturbteimiri Whidir*te 
poof-lawis^ fiii at present'd(lmliMster#(J'te^li^«odth 
bf firi^lartd, hate'ciieated Ih tfce mbst exterislVe 
and the most impd^t^iit of Ssdl' pdlti^al reMbris^ 
tWe' it9atii!>A bitWeeir te* fettipl^yer indUhe 
J^bonrer. ' '' ■' ''' ''• " •''-• -■•*'••<. J'* •- ■ 

The slatve (using that' wofrd in its strict s^se) 
cannot choosfe his 6wn^rl his employmen*; dt^Ws 
iHefeiderite; liis trtiole *eWices aw? the'plrciperty of 
aWbtlier; arid their value, howevei* Mghyigittefcim 
ho addlfiOhd diiin. On the other Hahd, fee^is 
eh^IHed tb stibsistencH^ for himself and his fatalHy : 
ddthin^, lodging, food, medical attendance^^^^very- 
tfalng", In short, which is necessary to keep trim 
in heaitti attd strength is pr6videdfor htna'y frofci 
flie ^xAe motives, and with the s^mb* Ubefisdity, 
'that they are( provided for the othi^r (dotli^&tlc 
atiimals t>f his YAast^K He is htmd tblibbu^y ^and 
-has a'r%A* tx) be mirtffciined. Extremis idleness 
taiAy'Sfat^ect li?m to the laSh; but exttiaordiiiaty ^dili- 
gence catmot better his condition. He- is ^liaHy 
incapablel of b^ng benefited by' igelf-restrtlliit,' or 
injured by improvidencci While 'single; ii© re- 
ceives a bdre'flubiistetice; 'if hehav*e a fettilly, 
his iAainteriaftee risfes'iii precise' proportion- tb^Ws 
warits: the^jimdential checik to popuktioii tioes 
nd exibf,-^ft' Is k^epl doWn, If at '^Uv by 'Op^re^qn 
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|^6FA^C}B« Vll 

m ifeeirparb of ihe .master^ or vice on that of: the 
^hyti> 1 /This, QJQtivitbstaDdiiig the various degr^s 
of , Bciitlgatioft whkh have bean introduced by 
custpm or by law, i$^ in, pub^tanca, tfia condition 
of slaves, M^herever slafvery aspsts. 

[In ^uch a ccmntry distress begins, uot^ as in the 
case of a free country, with the lower orders, but 
witti the higher. A bad system, therefore, can 
oontinie there much longer, because the dass 
^flGaqted have farther to fell; and, for.the sanaa 
i^son, the nrin, when it does come, , is sudden 
andi irretrievable. While misgovernment, by 
Qlteessiv^ or ill-fdaced taxation, by commercial re* 
strictions, by allowmg insecurity of person or pro- 
{)0rty, by applying any artificial stimulus to popu- 
lation,^ or under any other of its numerous forms, 
isilgradnally wastipg the surplus that belpngs to 
Imdlonds wd capitalists, the slave populatiQn may 
jftoar^i^ely' feel its daFeots, Subsistence is all they 
»m eiiktitlied to, and that they must receive as long 
^ their labour produoes it. But the instant that 
MrpWs is gone, and distress reaches those whose 
praviow maintenance was only equal to their 
fleeessitiesj what is there between them and abso- 
lute destruction ? If the avils which • have been 
ftOJong aooumulatiag in some of our West Indian 
isfendsbfijd affected ^ fir^ country, the whole 
,p{^ul?^l^/WonWi .long ago, bftve .ripen to redpr^f s 
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Viii WfePACtt. 

i/\^^ting-^ifhy'f be^hto forni* tfefal'hfe i^avete ^erjr 
yerir^orisWiie ttkr^cfr tmA d lik^rprtJffis^rtibn of 
^hat they prodcR*'} tilt !e»v«ft %tiill 'te fta&*6niek 
thmg" to Wset and? Wfeite'ttia* i^ the ^^i^i '^A^fr 
^ttiattoniy Unaffoctidl -Whenilie tvhole prodiKcfe 
iia^ befitittie only 6wfl8<3teat to'feed^e'!iiegi*oe5s,'^a 
*litt6 HleMehi ' titt<ter' the^ ftesent ^ feysfem;^ » le 'ft^idly 
tidvaiifel«g1rf dome of thtf older Martds,^-4he>^hittes 
tndst abarid6!i ftera ias a field fdr :^1 the^inorctt 
aiid phy^al feril that slaves^ helpless' hf ^db- 
cation and desperate from want, will TOiitoally 
soflfer and Mict*. ' ' 

The freeman (oslhg' that term in Jta foil mfeanteg) 
is the master of his exertions, and of his* resid^htie. 
He mi^ refilseto quit the spot, Of to ehingt'lht 
employment, ih which his labont has becbhle iirt^ 
profitable.' As he may refufee to lahoirf At eS; 'he 
may aisk ifbr his services whatever teraiiflertitibft 
he* thinks fit t bnt as no one is bound to pttrehaie 
those s^viceiSj and as rto one is obliged to aiord 
him food, clothing, or any of the necessaries df 
life^ he is forced, if he weald isubfeisl^ to "ftfllow 
v4he <rade> and dwell in the place, and exert ihe 
diligence which will make his senrices worth pur-- 

♦ This is one of the modes in which slavery may be extinguished, 
but it R*^ difeadto 'abii^fe oMawgite^e W dafi it-ettthftaafelk^ * ' • 
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jta,^er. him ^m&»\ W i«ii»bjgbflgQ , fpr, tlwn. Ai>fi 
tji^ lMir®^n(js,settI$4 .liHe^i^h^ fKW bargains^, 
]^)^;,tb^;.i!e$p|Bctot* fWarj^^tiValw^i of tbq thing/s 

iniit^QA^p jtbti yjj^. of? ^s lftbo«r> ,H: hft^ no ieo- 
4eney( to j#or«a$e ^ia rsflUfflwatipfi. . He deffjpp 
it^) , j^refore> till tbp- aavt^ig;* nwdte, wbile ! be jtii^ 
^flg^# sflEord a. fund tp nseet tb^..c?{)ewe8:0f a 
ifeff^ly ^ and popubtioa is Jcopt down by, <^e. oq|y 
i^b^k^ thai is conststeut with nioiraV or pbysicial 
^fS^^aff^rr-tbo, prudoiitial c^^ . .. r 

To this state of things there is a near approach 
^iMW^.th(^ liabouriag dasses ia the most ^vavced 
distri|Pt&»pC ih^ contineot of Europe^ jb ^be low* 
4gp4^p!(':'3cotIand, aod even tbroughout the Bri- 
j|^..i^p^^. among the best educated- of those 
j^as^ tyf}^ derive their chief subsisteace from 
^^r^..e:i^^ftionjs, including professional pers)0n% 
dpip^tip servants, skilled artisans^ aiul that, pop- 
itiiPin of tbe shopkeepers whose proBts are» ia£^Qt» 
vpriaoipally the wages of their labour^ 

^e poor-laws, as admmi&tered in the sputhdrn 

jjfetriots of England, are an attempt tp unite the"! 

im^cdficibiUe advantages of freedom and servi-J 

tude. The labourer is to be a fi;^e ^gen% but 

witho^it the hazards, of frjjQ ^geBcy; tp bj^free 
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.fi:9m ihe.ooercion, but to eiyoy the awqre4 PwJw^t- 
^Wft of the slave. He m expected to. hoi diligent, 
,thotf gh ba has no fear of want ; BTOvide»t^ thqqgh 
hiB pay ri^s as his family: increasas ;. attach^ to 
^ii^aster who employi^ hiai ia pursuance of a 
vestry resolution ; andgratftful for theiaJHowauDe 
whicA the magistrates order hm as a right. . 
. In the natural state of the relation betwQen the 
capitalist and the labourer, when the amount of 
wages to be paid, and of work to be done, are the 
gubjecte. of a free and open baigain ; whpn the 
laborer abtain3> and knows that he is to obtain, 
just what his services are worth to his employe, 
he must feel any fall in the price of his labour to 
be an evil, but Is not likely to complain of it /as 
an injustice. Greater exertion and severer e®- 
nomy are his first resources in distress; and what 
they cannot supply, he receives with, grs^titude 
fcom the benevolent. The conn^ion between 
him and his master has the kindliness of a vplvm- 
tary association^ in which each party is cpnsciojus 
of benefit^ and each feels that his own welfare 
depends, to a certain extent, cm the welfare of the 
other- But the instant wages cease to be ^- bar- 
gai.nT-*tha instant the labourer is paid, not. accord- 
ing to his value, but his wants, he ceases to b^a 
^ -fceeioan. He acquires the indolence, the improvi- 
i dwpei the rapacity, aad the malignity>but not the 
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l>imPACE. xi 

kflb^i^ihaii^ of a sftave. He is told thiait he has 
k'f*%iili io'wiges, but that he is inyund to v^ofk. 

^•WhttHs to^decidfc hbif halrd he ought to work, or 
fio^ hartl* he does' wwk ? Who is to decide what 

'aiioiint '6f \tage^ he'hds a right to ? As yet, the 
d66Mon has' heen ' rtiade fey the overseers and the 
magistriites: ^Btft they were interested parties, 
"llie 'tebburer has thought fit to correct that de- 

^'di^idft.' Fohthe present he thinks that he has a 

•l^igia to'Qs.Sd. a day in Winter, and 9s. 6^. in 
i^rtitobf . And our only hope seeths to be, that 
the prbhrise of such wages ^ill bribe hina into 
quiet. But who can doubt that he will measure 
his rights by his wishes, or that his wishes will 
fexterid with the prospect of their gratification? 

'The presfent tide may not complete the inundation, 
*but 4t 'Will be a dreadful error if we tnistake the 

' febb fbt' a permanent receding of the waters. A 

'%l**aeh' has been made in the sea-wall, and with 
wferjr isueceedittg irruption they will swell higher 
ftw} sj)read mbre widely. What we are suffering 
1* nothing to what we have to expect. Next year, 
^rhaps, the labours will think it unjust that he 
{Aoaid hate less than 4*: a day in winter and 5s. 
^iA sunimer ; — and Woe to the tyrants who deny 

y-lA^hiB right t 
' I'^ is true, that sueh a right could not be perma- 
'iifeA%feiiforced}-^it is true, tkrt if the labourer 
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burns iihti cornriticka infif hh^:htsl subii^no&ffov 

(be lOfan^nt year 4s^etaiied)^Lf Jbe iconbnD^ef tB/idid4 

nesftor ioi riot the limdiaod thbidxntionstCHilwUicfa 

B6xtiy6iir*& Imrvest id^pendsrA^if beiwasibu m:BXf 

tritvtgunt wagee^ vOrvdtivbattojforbigii cQWntxim^^&iti 

caipitol tM ia.jto:ii^i34iMd .render Jptjodlictitefai^ 

labour, h^ wUl be tteigce^ieststtfi^reif.m.thb.comn 

idoo ruin». /TbpSf^vrbiQi baviepropwty iilayii$$c«|m 

witb a iportioB) of jtld^siQ^ wiAiiitry iri wblcA 4A^ 

n%;£k i M^m /be , ipiToteoted i but .tho Is^bwrar f m^ 

remaAit to . enjOy i b w^oww > mwksr— rto feel i thftt .\h» 

roal pnvarcfe for plmider and deyastatioii} aw 'itint 

aBpddis«ase« :.,..,•.. -..--.'. )ih 

t Bidt. haw the cooseqqenoes of tbe presetttisyaq 

t«m ever bewi explained to the labourer ? . I^mit 

hk iT^htto good wages re«ecboed frotn all pasts td 

tbe cobnti^ .? Is be not told — f Dw<eil injtfieilabdki 

and verily, tbou shalt be fed?' . Do^ .fit)tMtb0( 

Honourdble Member, wbo has affixed tbidtn)Mt(v 

tobis work» assumc^^ that the fund out of wbieb fl»f 

laboureri k. toibe fed. is practically ine^diaAistiblei?^ 

Aad can swords ni<)re strongly imply ibat,fais^ .aufti 

fwingd airise from the i^justko of his st^erions?^ 

Have uDt^ven magistrates and Landlords reeomni 

mended the deatnKttion> dr«;wbatistbefame;;botk{ 

in principle and efl^eti the 'disneet !oC;tbe veryunihl 

clHnes of which the^ ofa|ef6ti^ totiveDder hdtqor> 

nu)r0 effideai ilk Ihoj prdduotioB of> ti» uiidesit 
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tbiAi\ttrpfondji0ii^tikdi«x^]iti6f'^vvlvioh,^4» 
vHtH/thejiannberxtodbb Auiin^iledy^theamoiinir of 
wages ^ewisi 1 1 Aitddi^ctblir^atiyiir^al diflfer^ii^e 

wfeeh ithbs beentaifaKle j%ttalio» glteiadvaiitagtiite 
Mfdttr iby 'at^ tool 'O^ Irisfrtrrriettfe wbad^iit/tbci test 
iriri^ toAfet Ifeef to*prdhifeit' tbe^use <6f /tH.o rigbt^towdj 
^iiHawfsttffiidi^nt pamsbeen' takieii 'eteA to'expbsq* 
tbe absurdity of wbat appears so obvi<^& i6> the 
pepcikbe^^Hlhat tbe landlords o«i^bttd reriidce^^ibbir 
itawteland "the clergy tbeir tithes, awd then the* 
fcririec<|v*buld*^ive'bettOT wages ? If the fawner! 
bhdiUisitetndilGdr ^nothing/ ^tiil ii Would noit'be biii^ 
iu&r^iifto^giti any miin mot^ewag^es' for' a doy^ 
wi*knthktt fed'^tiay'^ Work was wortli. 'Heeoulft^ 
tetl€flh jftj^rliitv no doUb<; td^ kfepaid as 9/'tmr but* 
^^fsboudd' tiie feitotierpay ^dt tax^n]6re tbanlibe- 
pliysieiaii' oi» 'the |gbopkeepe^? If tbe fernier ii id 
dnxflofy^9i^hi& advanced rate of wagdsy owly whofo* 
beiGbooseii> die distress S^itt^ bo incseas^dy nmd& 
bt^^ll empkiy <)nly that? simaller Rubber 'wbose^ 
lafamris^wdrth tbeiar ibcreased jkay; If'h|«> igi'it^! 
empUqlt a^ oectaiii ^r(^rtdoa:6fth^ labourers] 
bsni^ter mirlidtousy >im(bisipanidb, ia^ i8>)tn'fact^ito£ 
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pdy i^ont afiid tithes as be£Hie> with tiiifi^ d^Serew^^ 
oDly^ that they ara to be paid to |miipi$i!s, htstead : 
of to the Iwdlovd Emd tiie palisctti ; «iid tfaait Ibe^ ; 
pirfwent is not a &Ded but an indefiaite snm^ and 
a sum which roust every year increase in anaoee^ 
lerated ratio^ as Hie increase ofipopulation rulibee' 
to fill op this new vaouum, till rent, tithe^ peofi^ 
and caipkal* are all eaten ilp, and paoperisui pr^v 
duces what may becaUed its natural effitcte-^orr 
they are the effisots^which^ if Qnoheck»i> it most ! 
ultiraately produee^-^mine, pestilence/ and civil • 
war. •■ • ' ' '•'"/• { 

l^ttt this country can preserve its ptiosperity^ ! 
or even its sooid ^istence^ if the state of feding ' 
which I have described becomes unirer^ dtXRo^U 
the lower daises, I tiiink no one will be bdld!' 
enough to maintain. That it is extensively prwai • 
lent, and that^ under the present adttttniirtratibn 
^of the poorJuws, it wUl^ at no remote^ 'pertei4,^ 
become universal in the southern districtsi appear© i 
to me to be equally dear. But who^ in the pren 
sent state of those districts^ will venture to carry ' 
into ex^ecution a real and effectual altc^ration dfl 
the poor-laws ? Remove^ by emigration, the paUt . 
perism &at now oppresses those diiktricts^ akndt 
such an alteration^ though it may remain difficolt^f 
will cease to be itnpraetioable, J i i 

Agaiui the corn-laws, by thejr tehdeodiy ftd i 
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nim ifae prioe of sabsbfmice^ fay^ tke riiiii twfaiek : 
tksy isKfe inflicted on the ioieraal oorn^trade^ and 
the stimnltis. which they have given to the increase^ 
of the i^caltttral population, have without doitbt 
been amongst the causes of the present distress; 
a&d>y, while the population of England and Wales 
coBitiBqes'to increase at the nOe of 600 perscm a 
d«9r> the iotrodaotion of hmgn corn is sqbje^t^ 
under ordinary prices^ to a profaibitive doty, those 
laws will become every day more misohievous^ and 
less remediable. But the repeal of those laws^ 
however gradual (and only a gradual repeal ciin 
bethoqgbt of)^ would, undi^ the present pressure 
of piaioperism^ tend to aggravate the agricultural 
dtsdiresB. lighten that pressure^ and we may gra^ 
du^y cevert to the only safe system— the system 
offfreedom. 

This!Qbaeirvation> indeed, is only one example of 
a^gen^ijalfule* Nature has decreed that the road 
to jgopdi shall be through evil-^hat no improve- 
n»nt shall take place in which the general advan-' 
tage shall not be accompanied by partial suffisring. 
The obvioas*' remedy is to remove those whose 
labour has ceased to be profitable, to a country 
tlnyt wiU afford rodm for their exertions. Few 
indentions) during the pr^ent century, have con* 
ferred greater benefits on the labouring classes 
than 4bat of the power^ocm* By dimimshiug the 
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expense of clothings it has been a source^ not 
merely of comfortji but of health and longevity^ 
But its proximate effect was to spread ruin among 
the hand' weavers ; to reduce almost all of thera 
to a mere subsistencej and many to the n^ost 
abject want- Ever^ since ib^ introduction, thou- 
sands have been pining away under misery, not 
alleviated even by hope; with no rationed exppp^ 
tatioflj but that the ensuing year would be more 
calamitous than the passing one; and this with- 
out fault, without even improvidence. If it had 
been thought that the removal of a fellow-creature 
from misery to happiness is worth 121. ^ they mlg\}^ 
now have formed a flourishing settlement in BrU 
tish America* ,,,,.., .-^ 

The hostility of many, coupled with the indiflR^^ 
ence of almost all others, to any systematic plap of 
emigration^ is a ground for regret and alarm^ con* 
sidered not only as a cause, but as a symptom. It 
ijs a lamentable pioof of ignorance as to the real 
state of the country, or of carelessness as to its 
welfare^ pr of a determioation to make iio ^sim&ixi 
foi; its relief. 

We are told that emigration would be expen^ 
sive, and again we are told that the vacuum would 
beffliedap. 

It is true, that to remove a million of persons 
mighty perhaps^ cost l^S>OOfiQOi.sis^mq ; that is 
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wbay; itt%ht dost as much as the direct expenditure 
W^liifliiE MONTHS' WAR ; aiid that an expenditure 
of lS>000,dOO/: Sterling is aii evill^ But in ttie 
first plkc6j it has Been demonstrated* that the ex- 
IfjfenSe of keepings paupers at home is far greater 
than that of their removaK It may be necessary 
to repeatj though it has often been remarked 
before, that the relief is affordecl not only to those 
ihdiViduals >ho emigrate, but to the niuch greater 
intimber who remain. If there are 450 labourers 
in a district which re^otres the full employment 
and affords the full subsistence of only 400, all, or 
tiearly all, will be in distress, and by the emigra- 
tioti of fifty all will be relieved, And» in the 
second place, even if the balance of expense were 
6n fte side of removing a portion of our surplus 
][)0pulation, is no expense beyond that of their 
ftitet6*fefep to be feared froth their presence f If 
ifte present iftsarrection spread (and it will spreaid 
if the peasantry are t(M, as practically fliey have 
bfeen toH, that for riot arid rebellion three days- 
imprisonment is the punishment, arid, a rise of 
wages the reward) ; if the ravage of the country 
reacti^, as it will react, oh the toWns ; if, when 

* See Mr. Wilmot Horton*s ' Causes and Keme4jc0 of PaaptrL 
ism,' fourth series. , . , . 

' ' ' Hie etiam fafis aperit Cassandra futuris 
^1 >.. -^ ; OtaP^'jtttsu iioh vnqimkorcliSli^'Feucris/ 

b 
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trade begins to langukh^ the master mannfaotiireri^ 
according to their late practi6e, dismiss th^ir* 
workmen^ and the manufacturing workmen/ iii) 
their turn, destroy machinery ; if the foundations^ 
not merely of our vp«aldt, but of our existenee, 
are thus impaired^ will twdte millions, or twenty 
itiiUions^ or even a hundred millions sterling 
represent the loss? 

It is true> diat if we acbpt no preventiTe 
measures^ if we persist blindly in our ootirse of 
error, the temporary relief aflforded by emigration 
will coHie to an end^ and the vacucBn witt^ iff 
sixteea or seventeen years, be tUled iip« But id 
it certain Ifaat we shall not profit by experience? 
Have we a right, or, rather, are we compelled^ io 
assume, as a link in the argument, that we and 
our successors must be madmen ? If a mlin kan 
been outrunning his income^ is it quite oeHMO 
that we (caa do htm no good by paying Itt^debts^ 
on the ground that if he goes on in tiie sams 
tiiottghtless eocpeachture, he will again be in^obred 
as deeply as ever? And even granting rthicttU 
yacttum will be filled ^tip, will it be nothing tt» 
^ve obtained skteen years' .recite ?^^o bam 
weathered the existing stc«-m?-— to have adjotmied 
I9)e crisis to a period which may be more favom^ 
able, and cannot possibly be less so? > - 

We are4cdd tiiat the labourers ferm the streng^A 
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of ihd jooiwAry; wd that ^ diwimsh tiioir wimbeff : 
19 to^ inQw volmitiMry Ipebteoeas, Biit does tfaa. 
paupQft'^be mm vfhodd hbow is not wovtb hitf 
sttfaBi^jie^'M^lio consi)mi9&.ia0iie iban Ite product) 
-«rdi0e& Jbe add to ihe ^tn^^h of the omotxft 
Whra I fae^ Mah reraiadcBy Ifanoj myself sland^ 
iog byitbe^ihddfide Krf aa apoplaotio patieatv and 
heariog the nurse and the frieads prohibit t)s& 
lanaet^ ^ The bleod, ' saj^ one/ ^ is the support of 
^ life ; hofv oan you tiiink lef dHpinnhing it in bis 
^ pi«sesLt'8tat& of fwreakjQuess V ^ If you do dimi* 
^ nisb it/ caries out atiotfier^ 'with btshabitBaf kee 
^lif'vkgy it will be renewed ; in a jear the vaemmi 
* wiUbellitodiup.' B«A is it impossible that the 
blopd eap be in i^boess? Is k oertain that Jai& 
hi^ts aie unchangeable ? Sh^l we let ^im im 
B&tr, Jest we should hare to bleed him again a 
yearhenoe^ 

It ¥Hii be ob^erved^ that I bave asuuned that 
the paupers are will^mg to emigrate. That Ibey 
have been so as yet^ is unquestionable : I bcipe^ 
I had. almost said I trust, that they still contiitue^ 
be ao. But if they are aUow»ed ^to fix the ihibow 
ttiey are to give, and the wages they are to rd- 
bei^Tie; if they are to help ibemselvcs, while it 
lasts^ from the whirfe property of the country, it 
is too much to expect that they will not prefer 
jdleodss, riot, and plunder at home, to subsistence, 
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however ample^ to be earned by toil and hardship 
abroad. But thf pp^f ls)tOK^ (he danger^ the 
madness of delay. While we are deliberating, 
or even before we ha3[fi Jbfigun to deliberate, the 
moment for applying the remedy is passing away. 
If^OffoiiV M t«9t f:;dtimoit td tl^tid:^«aery 
existing practice as agfj^j^I^^ common sense, in 
opposition to the visionary schemes of political 
theorists ; to plead experience In behalf of every- 
thing that has long prevailed, and to deprecate, 
niW^mmhU? Itr^ Wgh^^time ^thai'tlios? wijo 
pftofeSdi^tt ^«ei^*e 'e5cjiferietf6b ^Mfl' ii8w, ' at 
IfangAyqshowJ tfea*' ttn^y cftti' l^rti frtito It.^ T^* 
i^tiht^ kQliiiiion.^rq|i]dio^ td^hih^ und&r'the' 
ti^^Mpf .Cf>ni(tiQnii$6iise;::ibrQiight iis.3 /Havle the> 
p»j^jtfoa/,^i(iQjj w^^^ adminiat^ml .fcjwrf 

system oCpoor-l^ws^pye^^l^ 
to the very bripk of ruin ? Or have tliCT svirRl^tefl 
any effectual mean^ for stoppmg oui; a9wnwa;rfj 
cSCreer*?^ Purely common sense, iif there be aiiy^ 
sUblitfiTng ihith'e country, will how, at last, bear 
tritness to the truth of Bacon V maxim; that ^ he 
who dreads HewTemediesVmust expect n^wcrvfls!' 

I LinqolrCs Inn^ Pecmber 9, ^^^\ . ... t,. 

hi.lt \^ li^<j . ; - :;,•-. ^ - 
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©EPmiTION Of HIGH AND LOW 
,-, ,. .. •. ■ WAOBSi 



/, 



The labourers form the massif every c(wmunityf. 
l^ne inquiry injto the causes aff^ng vmgea k;», 
t^refore^ the most iinportajit branch of pofttioal 
eqfpqody* In the foUovring Lectures I propose, 
fimi to i Explain some ambiguities in the terms 
hi^h knd \om wages ; secondly, to state the proxi- 
TtiiA caii£le wfnch regulates the amount of wages ; 
andf, lastly^ to expose some prevalent errors re- 
specting that cause ; leaving the remoter causes^ 
the causes of the proximate cause, for 4ise]ii(^n 
in ji. subsequent course. , 

Wages are the remuiM^ratkm received by the 
labourer in recompense for having exerted his 
faculties of mind and body ; and they are termed 
high or low, in proportion to the extent of that 
remunerafion. That extent has been estimated 
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•% ih]:eeidiSei?eiit measure; aud tbe w(u*(ls bjgh 
^aiid^l0w wages bave, ooowqueatly, been, used in 
f4hree diffisrent senseau 

First. Wages have been termed high or low, 
according to the amount of money earned by the 
labourer within a given period, without any refer- 
ence to the commodities which that money would 
purchase ; as when we say that wages have risen 
. since the reign ofHenry VIL, because the labourer 
now receives Is. 6d. or 2^. a day, and then re- 
ceived only 4id. 

Secondly. They have, been termed high or low, 
according to. the. quantity and quality of the com^ 
modities obtained by the labourer, without any 
reference to his receipts in money ; as when we 
, say that wages have fallen since the reign of 
Henry VIL, because the labourer then earned two 
necks of wheat a day, and. now earns only one. 

Thirdly. They have been termed high or low, 

J appor^ing to the share or proportion which the 

.^ labourer receives of the produce of his own labour, 

>vithout any reference to the total amount of that 



TUe 'firrt ft6ttietlcteto*e« that ^vliiok: nnaeaucs 
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''vra^eri Siittplj^ by thew' amount hi Mon^f^ii tite 
^'p^pa^tak.JW^ irbkfh omsUhra 

wages simply with i^ferenee^^fiitoquantltyaiid 
quality o|^ the commodities received by the 
l^bowifer, or, to spe^k more correctly, purchase^ 
able with hi^ mbpey wages, was that generally 
adopted by Adam. Sipith. The third, that which 
considers wages as hig^ or low, simply with refer- 
ence to the labourer's share or proportion of what 
he produces, was introduced by ^r. Ricardo, and 
has been continued by many of his followers. 

This last use of the words high and low wages 
has always appeared to me one of the most ua« 
fortunate of Mr. Ricardp's many inpovatious in 
the language of political economy. In the first 
. place, it has a tendency to withdraw our attention* 
even when y^e are considering the subject of 
wages, from the facts which most influence the 
labourer's condition. To ascertain whether bis 
wages are high or low, we are desired to inquires 
not' whether he is well or ill paid,-~n0t whetheif 
he is ill or well fed, or clothed, or lodged, bt 
warmed, but simply wha!t proportion of what he 
produces comes to bis share. During th6 lilsi 
?riQwt0tifiiji8^>.lji^aiaiiiin»tVJirt.h§»d re- 

B 2 
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priyfli.oolir 8*-.3cJ*.&)r p?p4p<ingi by a foiiD^W;',? 
exi¥ftHyi« ftweb^ that the capitalUt fa^ ^M)ld fc^r 
^/4dL A orAJ-mefchaot oftan pays his meat two 
guineas a week, and charges his employers fcr 
their services two guineas and a half. But, ap« 
cordbg to Mr. Ricardo's nomenclature^ the wagc^ 
of the weaver, ^t 4** l|ii. : a week, .are much 
higiier than those of the coat-heaver at two 
guineas, since the weaver receives 99 per cent, 
of the value of his labour, whUe the coal*heaver 
had only SO per cent 

And, even if the nomenclature in question were 
iirete from this objection— even if the point on 
Whii^h it endeavours to fix the attention were the 
most important, instead of being the least im« 
^ortiBJnt inddent to wages, it still would be incon- 
ireni^t from its obscuiity. No writer can hope 
to> be^ consistent in the use of familiar words in a 
sense always different from their established mean** 
ing, and often directiy opposed to it ;. still less can 
l|e hope to be always understood. Even Mr. 
Iticarda, though he professes to mean by high 
ijrages a gr§at proportion, has in several places 
considered them as productive of consequences 
y^ibich would follow only if they signified a great 
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MhUfiV 'And Ks fdlio\*iE(rs? ^d 'op^ii^t^^ 

j^ne^t ^tnbtmt.. iSlhce »the' j^ublfeatioA of Mfl 
lllcat*db'fe {work, ft hag fcebn Ve^iVed 'fts ^aa hsli^ 
attaong* the* dibbl^re in^ poteticaf feeonomy, that; 
^cc6i*din^ to the established cbcM&ej^ .«f the 
^d€ftfc6phig& vmg€» sbiH' hi^h tprofitsave inboih^ 
pafibl^; and/'t^efore> that either ttixb lead^nt 
dootrme^'df political eoonomyMk-ei iiftlse,vjorrtii# 
intereifetis of the Idbbnreci ahd ^UeieapJIaHsjbJ^rd 
always directly opposed to'ione' ap6lheifji«TW 
former opinion has been adopled by /thii dstrg^ 
olasd« who do not attend to what tht^ md^; ihfk 
ytter;^ by the s^l larg^ ^class^ who < db^ Boft i attebd 
to^whatihey^see;. *■* ''■• !•■• ? n', /f:;,>i ^'frni i-on*^ 
f I • The two! ^her ikieattings ofthe woi^ds^ ihigth tan4 
loiw' 'wages/ that which wfers to the.mebieyyiand 
^at ^hich refepS' to the e@niriioditfe8> ' iieoeived! b^ 
the laibonrer^ are both equa% iodntvenient^ if^/we 
do^nsider'the rdfte ^f wagt?& dt tha smii& iitne^mid 
jddce i^ for then Aey both-meiai the samei thingt 
At' ' the ' same time and * piacey ' the 'labours • whi 
recelveii^ the hig^hest • wages neeei^sarily f recdrre* 
thi^' J iflost comtaodrtiieSi ^ > Btut i when i ' wie • rdfer • i6 
WiS&:m1i plbce^/ or lifilireiib tiraesil th^%oirdsi fao^Ii 
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dr few' Wage's dlr^l^HHd att^tWil «b v^l^^aiifetet* 
iufcjecfa> bS^eunflerstiirid tfiiem b itieafi itibVe* 6^ 
Ibiii^momyjot Wore 6r Ifeiss W comriiodltw^; 
tTie diffei^encfeA' vthich have t^keh jJlacfeifi 4h6 
amount of money Wages at dtfifer^ht timeis^ i#ft*iti 
us of 'scarcely ithytBtn^ but' the abtntdlaiiicte ot 
scarcity of the precious metals at those 'tlmeii:* 
facts Which are seldom of much itaportancfe. T?he 
dirierences in the amount of money wages in difffer** 
ent places^ tit the sahie time, are of much more im- 
portance, since they indicate the different ^vhlues 
of the labodr of different countries in the geh^M 
miefcrket of the world. But even these diffefehces 
afford no premises, from which the posittve*c6h-' 
Ation of the labouring classes, in any cobrifryy 
can be Inferred, and but imperfect grotrhdi M 
estimating their relative condition. The bWy 
data which enable us to ascertain the abf^i^f 
situation of the labourers at any given timie amt 
place, or their comparative situation at different 
times and places, are the quantity and quality df 
the commodities which form theii* wages, if paid 
in kind, or are purchaseable with their wagefe, if 
paid in money. And as the actual or comparative 
situation of the laboiirer is the principal dbj6ct''^ 
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wlii^h the labourer recefve^; an^ I i?b4U co^pi^er, 
wages to rise as thjB q^iajptity Qr^ quality ^f tho^ 
oomEwdities is inproased or iuip;*Qve4, .and to ,fj3iJ|. 
as tl^, quantity or quality is dimini^ied or dete-. 
rioratfid. ^ , 

Jjt is obvious, too^ that the labourer'^ situatjoiij 
do^not depend on the amount whiph he receiyps 
at any one tune> but on his average rw^ipts dui^ing a 
giv^n period—Kiuring a wpek, a month, or a year ; 
and 0iat the longer the period taken^ t^^ A^re 
accurate will be the estimate* Weekly wa^^es 
haVe, o£ course> more tendency to equality th^ 
daily. ones, and annual than monthly; and^ if 
lye coif^ ascertain the amount earned by a man 
d^ripg^ve, orten^ or twenty years, we should 
V.n9\^, his situation better than if we confined bm* 
attipntion to a single year- There isj, however, 
so much difficulty in ascertaining the amount of 
wages during very long periods, that^ I think, a 
single year will be the best .that we can take. It 
cpmptehends whatj in most climates, are very 
di^renty sut&mer and Muter Wjagfes ; it c9;tapre- 
hends also the p^i0d during which, the most 
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I posed to be advanced. '"1 i* .'i <!i' 

.J(,9bo«l4Krilpt9enre/tiiatl Indtidci^'aspafrtof the 
iiVAgf»^> Uidtidarribdt iaiiotireiv ^tiioietD^ii}^ i*if6f^ 
ai)4{mema»€i^t€dbhildr^. .T6>(Mritrttiem^W«fAldl 
lf$i4i;t^)Ma<Miiinite ^es^nmlbBiof ^the icbnipat^vei' 
si^qal^ oCltbe IqiJl^ioutetB.pidiffi^^ 
iijj ^"►fi^''^ ^>^.^P8trt>'W» ; In: tiK)8p eAployraenfe 
wjfipl^ ^^il(;fin;i^fl oni uftdec ^elter^ andi withr thK^ 
as^sjb^^pf,^|iiMimp<*inery wbickaflfords! power;' 
a!|M^ ]5e((juirc|s^.hiniipi» latid Qnlj? for its dlfcctkiit; the- 
i!¥jV|5try„ of a !l«[oro»P> Wr : ft cWid, : «q>pffoaflkea ih^ - 
efl^qi^ncyiip th^ of.^faUrgtownimacu) I A gfai ^ 
fourteen^ iqan, (p)^^$,>}i¥werr^m>neariy! .ra n^^ i 
asjljei;, fatljw^ b^t^b^re irtrfength^dr expo^^Msii 
to ti^\se^9tt%,ai^.r)^Mk<^> J^^ bedone'byt 
tbp/^rife^ior tl^e girte., of eyea by.lbeboys^ rtitU' * 
th@y,;fippro^cb: tl^ ftgff ai which they iisually'quit' 
their fajthetc'ahpusA. Tbeqamipgsof tbewife^and 

;' childr^Q.pf mai^y a.M^nchestpr weaver or spinner 
exceed^ or equ^li^those of himself. Those of the 
wife and children of an agricultural kbourer^ or 
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ofij«iiO»t|>eii%un<'Oi^'«iQaEQHli^Vdry">«^ |«tf9raUf 

Tec6iNe»<l&.la vritolf ; /tfi€^irqetii)r incobej^tiff <the^ 
QOfi,/a«iilj^ij|nayilbe!S0»^ toatti^atui£')tbe olli«' 
only 17*. or 18*. '■■<■> i';-'!>i. •"'' "' l'-''"M 

mjlOy does iitrt i1»tain-ithe!'*hdi3 o6itfatk a^pptft^fit 
ppwoJArya^ivastag^. Tfa6!wife'b'ta^eHfraiitf*Ht)l< 
hovasholdi laboilrs; anduw fart <Ci$ ih&iUiCfiaJ^- 
wages !& : :empAoyed : in < ' pirfdfasih^ Miat < ^%Hi^' 
otiieti^8e^;ibe proldaoid at hdid^. ' Tbe^'nioM' 
inoonvbniedees are btiU g^eaten" ^Th^ 'infaM '^hH^-" 
dwBi/isxiffet ftota •■ the' want >d( maferhal att^hft^; ' 
aadrthnse wboare lolder fiiMil' tiMf d^iii^nc^ df' 
religiois^ «ipi«V anid inteHedtud' dddcalGbii,'' aW(!" 
ckiJdbh. /elasaiian aiid;:a^asiKii^«i]»;> Olie'e^iii'' 
bnsfament/bf infant abd S^ua^y: itihodls:; afadlk^^ ' 
re9iriating> the<hBnibik> of *bodh» ddn^^' Whiblf " 
ohildran taa^ labouH are pttlHative^of ffa6Se^evi^W' 
butttheyjonufet 4xist\ toacertahi 46gt^, 'ii^hetle^ei' 
thBrl^bporef tfae'^v^ lernd childrto^ i^tbe'"sdBj^):'' 
oflsate'j and, tboogh H6t, p^rhap^ slrfctiyWitHin '' 
tb«r>pr»YtnB8 of 'poHtib«rt ^cohomy^ hid^ iie'(rei'*be 
omitted itKanyestiinatfr of the causes Si&Alngf the' ' 
welfare' of tbebbotiriagdaBSes:. ' ' ' ' ' •'^'" 
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call your attention is^ the difference between.tkdl) 

ilfikneii' wdr4 tbeibnly labointers^ 4Hdi if evfury^^ 
nmniwoiTked'eqiilaUylmrd^ itodfondie sami luim*'! 
bebidf iitjuray dvlriqg: the ytoatv tfafser iwet.BXfwes^/ 
BHAts twouldi hdi ayndnynfiMB.;. If fm^ irmfi^iS^T ^ 
imtance^ work^i ^ree httndrai'flay$ dbnfig^iMb 
jreaitii i aod > t*ft iiOtttt duriQgp ^ii^ day^ owHth^«^- 
tb^niimdtb part ofioa^inaa^s y^ariyrwag^s wpul4 
b^ tba pHee oC.aa hour's labour. Butn^itb^i 
oC itli^^e ipropositioas k tru^* The yearly wage^. : 
oiiAismi^J fi^ften in*lude, ai^ wohavetsaw* tbe> 
re^nU^rOf :thd labour of the niie and chi)dr»U4 
And fevt things are )6d$ unifonn than the, mii^bar i 
of, .viforicitig d^ya* diiri»g the ymr> or of workijO^ 
hours during the day^ or the degree of exertipn 
ulM|0rg<w[ii9t(l«ringMthos0 bourt. .V i 

. The ^tabU$l^; annual holidays^ in Protestant 
of^Mutrii^ are. betwei^n fifty and jsixty. In m^jny 
Catholic pountriea they. exceed one hundred. 
Awoi^g the Hindoos, tjj^y are said to owii^y 
n^{^rJiy half ikf^ ye^r. r But.tbm holidaya are cwd* 
fined (o a certain poi^tiwi icrf,,tht populatifio i iW 
labour ^f a sailpr^ pi*/ a ^fdieri or sl jmmli. 
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Again, in nortlk^ii atid fiooih^ratlcriiM 
hmrs'ofibiftHtiocHi iaboiiif ^elimibed b)r thedulia- 
tioniof light ; tbtidldall ^imkie^hjihe^^eathBfu^ 
Wbef/iheM^omdt i/imlis uhdem^idtea'rtiife daily' 
horirs'iitfnlafro^d- tfaay-te'fomforttt tfa#oiigboilt ^^10^ 
yilarv ^tidvind^pimtentii;^ of nktUttJioansesji^thvi 
daily facets of ' iab^ivr 'Vtnifif^ lit tiifibiieiit - cbttatrioi^ ^^ 
aiid itf (fiffie^Mt '^ttiploym^tit^ in the dfttfid '^^uvAtjS' 
The^dAlly llour» of laboAt kr«y jxerhapdiiteH^er^ 
in Ft«nod than in Eo^bitd/andj oertainlff'dr^' 
lmi|g:erni Engkndtb^nin Hittddsian. ' Iti-MHn^ 
chfester/the mantifactnrer generti% wdrks>t<Mitr6^ 
hMtlD^ a day I in ffiriii^gfmm, ten:] a lioftdotif 
sb4!)>pftiad^ id Bddom «mf)lbyed mom Aiati eigfalr^of ' 
nlhe!- ■'^•> ^' * ' -':■/:;■' 'I , '.: ■; 

There is still more discffejianfcy betWeeh^fce 
eiierfiofls ibade by di^rerrt' Ittbduhew inaglvfen 
p^rtdd. They are often, indeed, dhsusceptlbfe df 
cottif^artion. Thfere is no ccJtnnroh toeasUre of the • 
tdilii uttdergotie by a miner and a tailor, ot 6t 
those of a shopman rind bn I^Orifoiiirider. 'And- 
labour which isthe laame tekitidj tnay wry frt*- 
dtf8flitdy4n intfensitf. - Many* of ^hft witniSS^^ 



Digitized by 



Googk 



exaiiiiti^iiliyntb«i<iS(n^tteer bil' 'Aftiiafar^'titid 
Machinery (Session of 1824) werer&ngl^^ ttitti 

Bolwt. vdOneiofvltiie airitiie^sdSj Ad^MHTttu^jJ h$t^ 
btwf >twt> ^1^ in 16(16' ^f <tH6''be^ daMfikbtiirie^ 
inp/d^gtoe. ; iHpi4s| ^lMi''<£)id ytM]i'JfiddI-fbe''s{iitiI> 
ners there as iD<hntn(ai$»ks4l)di«)^iiD«)«< %i'']^g^ 
tobdit'^widil xefdiss; i<^ M» ] al isptiihey' iif'lEnj^l«!nd 
wili cb tyrisefai inuebivi a'^ewetttnttii' 'iOSiey <g^t^ 
il{f>ikU>^utii ini<^4honiiiig<'>atid wcA-k ItHl 4ett "ift- 
ili^t!}i bbtiioii» >b{|iMi^i«'\nll'd6' ia& OMtch 'iR 'tiikj 
fioui^iasiUieyiWiU'iditwiii'^j-^ :■"• '.■ •■ •■•''! """— 
* Had you any Frenchmen- '«mp%ftd'yd«^' 

*" 1^' Wh*t harfyiM -al d«y^=i-*itw«li«e 'ftfehcs/ ' ^ " 
i!'<>Su|if)<«ing yduthtidibad«igibt'£fl^liyh imdek^ 
m^ yoa; "hovd' ttftM* 'jhate i/tatk'chbld' yoti'liaiVe ' 
doae?'^*•WiUl■lOner^Etli^ishrta^i, 1 "ebuld' hfeve' 
doiietnM)ire<<&a]i>iI did with ihosft eigbt.FTetioh^B>r 
tt<cMni4iit> beicailkdiwork tbejr do: it'ls^only kxib*' 
ingiEit4lj>fuid<vnsikibg!!itidotte/i ' > - 'i -^' Jw' 
viiiDdtheifibhbh) smafcei-iheir '<yahi<'at:a gvfe^ttiit! 
atpemiiji' ^ 6 ¥qs '}< i r thdngb- > fliey . ilia!V«| < | tiieir I 
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^ ^pen in, thp 8»nie.>iciQimtk7i{aod//iivA6 's 
^ppplpymie«^t% similav t i9(^tt«diti^l jam: coes^^js 

f3^QrtiQa..i8/u«d^bae) byithe >l0iboiirar iby Ueki 
woirl^f ti]i9A. by tb^ di^y-flabo^neria . I^t^ viadeiiwi 
^6Q^.cUyrlf^b«iurer/ than by the paup^ ; .and-bvatt 
by.jl^paiipi^r tlMiiaby4heoQavkt4!! ^i> >; il! ^i mi 
: . It 19 cib^iovsL that the rat^ of, wai^pi is less tilbdif. 
to* be udifona tlteua.jtlie^ prideiiDf labour^; atj tbcr 
amiaaojt of wages >v^U be ;affe«ike(i»;Ja :thei fic^t 
place^ by lyegr. variations, in thei fmce^ and»! in: the* 
i^ond place, by any variationa in the amount^i ol? 

The ayecage annual wagee of lahovrin Bnglnnd/ 
are thi^ei^ times a» high as in beiai^ ^ bwt>l ^ the 
labourer in:|relna4 is jsaid not. ta dot.moprfi ;ftan 
opi^third of what isdone by the laboiJrQn in £o£^< 
land> the price of labour way, in bolii eounjtriesj^ 
bet about equal* In Eogland> the kbouier by 
taak*work earns much more than thedajr-ladiNNiiurer;! 
but^ as it is certainly as profitable to eiiq)loy hisHi 
tbetprice of his labour cannot be highen It may 
be supposed^ indeed, that the price of labour , is 
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c{v«jniteiiB>i aoid' ml ail imeii^ iheika^j f^nd^^it 
.tbei^ wer^ >ilo di^rbingi caiisU^^f>'allt petibolia 
liiie^^patociltfm^li]^ and MidUby 

'^foHoiwfdi.k^.t'mtid. tbdrd i<wor^ diffi6dties-in 
moving capital a&dtifabow ftbm^pbee 4^ p]^, 
umAifrcm&n^ofm6wtt^^miip]k^ (ilrioe 

cil>l|ibo«r^ ^ftbeB&me-time>jrMifdb^^eryWti^k^ 

tof' labooritc^i^iiryMatoruiny;' evto fti tb^i mmd 
iJm^ and iplk^e 1^ siV)^ 'Vafriutiofil^/ bo^^in this 
tamob^'Of Dkri^ maudlin the fyric^'ictf ]A\km ^t 
difi'*peiit>titBe9i,amli* in different t)ljeu36s, ^f& 6o«£i- 
iiiob^ not €«ly by A(6ae clia8«»^ bttt= by dtbei^ 
iwiiaili/mU beooQi^d^red in a aubis^irei^ ^eouM^.i 
' »iT|i^' variaitien^ afifeet ^v^t d^t<eM#f Ukb 
|llbqtii«r jaiid his lnMp)(ty#rj Tb(d '^ttfi^l^^ is 
totefattad lin Iw^tigidotm iiie ^^Hci^iif'lab^drt^^; 
%tit4rbH0i ttiflt pAee i^tafliM : tbci ddme^ iVhIUi M 
ia>gi^aim^0as6 hegi^a^gi^i^niam^^ 
idi)*0/ b>^ fiiftilati<»i retnaiM^ iiiiialtietied ^ If^^^ 
'MrpHu* can- get'a^ddtmaebed for 12lv (t i^ in- 
difltovfiti to biM Vithcftbeq iid pa^thecwbdefof that 
'»lkm>to» tthi^i&ifmpitipil ^tfrhn^en^ or io four cytdinary 
^mtti / Tbe^ thvde ^4)ifld> rtoeive ihigben tvc^ia 
4b9fitfAbe (burt^biaals th»^ ^oald't(]^pro]^tiottal% 
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ttnihWiWoriri^iAeirf labowi wefiild eotne Jiirt 

/ikd)ii^ (be. f<Mirt mquired iBii^ailpieod, thmglr the 
I wager kif « iht three ^mmld tbd r higher, . Hha pmb iif 
the 'vfQirk d^fil^ % fliem.ivlQAld be loir^r.. 
, M 1^ id: tni^: ^h«t Abc^ <€ftttaf stwhifih mjfie the ambimt 
Gf;^biS/]^^wer'¥i^wfig?9fOft«ftt»i««|jth# XfimM &e 
£»p|tAH9<; 3, iprofiisw > i lf» liy. ii^^retaf d tndiialry> ate 
W^ petfofP^iibQ \yark :Qf; taFQ^iJD&tbtthetatobunt 
of wagw and the rate^ of jwofitp wiW:g€*i«mllynhe 
:Piiiif4, B\^i th% Tate . of profit will be wisddy not 
hy tb^.n^ qf wagfis^ hut in (mnsi^oenot xifiidle 
i^(j|4i^otn{d ;wpply of lahPMr b«ving>(limini«b#d ito 
pi^fOrlM^YWg dlmipiibedtth^pariod l(i)rAYhidl4t 
1^ pR9i^Qtt«}9 b«w neo^SB^ry to<advaiio6thati|)Hoe. 
/, Tbft!i(*l^uj»ri oAtheo^ha»d^wpri«^ 
}^m^gt^/mihp ^momi of .wi^m TheiawKauit 
^ lH%fwag^;bi^iiiggive»i it is gw^nlj} bitiitHemdl; 
ihftt the 5^ric&: ofr his 1^081! jhwjldbecjwghijfiw^ 
fthiyt de^da the d^f ee lof exidrti«!A iin|)osidl'(lii 
hink !But if the amoupt^ of ;bi8 .wi^&bibe hw> th& 
tmttstuhi^ oompapativeiyi poor, \£ that amount; He 
Jiigh>)hf mtiit ha cQnoparatirva)yirjk:b^ iwhtttever.be 
Ji^ivemtmerdtioQi for leadb <spmfie: iptct ofl exei^ticp, 
lo/lheon^ 'i^^seiheliiKiU hatteji^iinife and ui^ut/rfh 
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we^t|i„thaik,I i^ ppnflB^,^.ff,npUtii9Bl opfH^h 
mjst^.jai^d. Jf ai|[^,,ii^t,pijly,.j^^[,iH,,ORHttWgb 

^<>9§ W^^ i^Wre .W^^f^ueP^e ««;iT^^^^,;,J* 

^leWpBn .qpp9?ie<J, Nature, wlwni.phcj 4fi^pQw4 
9a j^a^i.^e ncsQpqsity ot l^lwir* >ejpp(?re4i .h» 

activity. paii|fal, ,and. by Mrongly aa5Q«|#tiii|^ W'iWi 
q^eitioQth? ide»of it? Jewar4, T3ie poor ai«4)iRlfit 
a(m)}Qye;d,;Iiri|jb,Jial>QHrisr, or the.atiUipow^r.jWMt 
l^^^^ii9siSi3ay^ge» ispa ipferii^.i^^lK^epftiQflft 
i^s ,h^Js.j^,ii),qQfne}iQ \i^^ banj-wwiieij, ,S»g^»lfc 
4rtv^,.,1^ei i^igliah^naa's indwstfy ni^'isp^aeT. 
tii9?^:|b^,ex<^ifre,,lvs di»sire to bettei: biscoiidin 
tjofi fflay. soi:9{^|ii^?» dnve him. on toils prpduptivfi 
of disease. , ill jrfoeompe^sed, by the increase of }u^ 
yf^^s^hfit thiaGt.such is.not, generally tbeoasein^t 
I^ .proved by congtpary^g ^e present duralipi^i.Qfi 
life in England with its former dnnjitiai, or witji 
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mami, teat duHhg^ti'^taitfiftv'^ekt^'aiiikiM 

*#ft^k«4''iWlofe^^o^Wif''''t>feHiia*tfre''Wykg^ <^ 
cW^bH'^oritlJ^'feVfeg'.'h'ds'li^efl'tclntoUy'lh'-' 1 

ibWy ^ tBeit" ^jfcddj)aStWfts;' 'liot^^itfistaAHW^ ^M \ 
teftdapliei*' tf ''s^tfke' 'dtia ^teanl'Tri" WHicfiP* Aky 

tottgb>Itflf tiiaT^lfie Ilgbtiy3!on<^ }hhaiii&t¥i!s<^'tH^ 
M^ Jfti^ittd 'sdife'ahd diniites/'"'fe[a^-fei'a^' 
idbitej^ ^itttbh'^^va^&ii^lot^ 1^ (h^'^ffot'tH^f 

d^^^ii' toM teaii half '^ ■6bi'^'Ai)dfefii)if ia^ 
S^ttiltMl, it Vas supi?b^^k'tb"bfe HQmMrtyH' 
(S^f'i^^ti a^tt it' t4sf baVciilatk kt'-'dh^'iriidrt^'? 
£Hrty yeai^ iigo At'^'dJie" itif ' 'fbrty-s6Vbii ;' Weiit;^* 
yiir^' ago ifbiid in'- fifty-tw^ol' ■ NtHv^'Wlfdht^di' 
tttfds'-'bf 6irr -laboarers'''ait( WJiJfiufeciiA^rs; ftttd' 
^6re'ttikh'bnfeitfiii^didW^lM« 'dJIfferitfts ^Mtricited^ 
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LECTURE II. 



PGPULAK ERRORS ON THE CAUSES 
AFFECTING WAGES. 



Having in \he last Lecture marked the distinction 
which reajly exists between the price of labour 
aud the amount of wages, I shall for the future, 
consider every labouring family as consisting of thQ 
s^me number of persons, and exerting the same 
degree of industry. On that supposition, the 
distinction between the price of labour and the 
amount of wages will be at an end; or rather^ thf^^ 
only distinction will be, that the former expression 
di^signates the remuneration for each specif 
exertion : the latter, the aggregate of all those 
separate remunerations, as summed up at the end 
of each year,, And the question to be finswer^d 
^vill be^ what are the causes which decide what in 
any given <joantry, and at any given period,, sh^|l 
be the quantity and quality of the commoditiesf . 
obtained by a labouring family during a year? ; 
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The proxinoate cause appears to me to be clear. 
The quantity antj ;qu»l^yjqf ihp (Commodities ob- 
tained by each labouring family during a year, 
must depend on the quantity and quality of the 
cOfSmoditieB dlrdptljf : or i4dire«5tiy ap^priited 
during the year to the urt of the labouring popu- 
lation» compared with the nun^er of labouring 
families (including under that term all those who 
depend on their own labour for subsistence) ; or, 
to speak more concisely, on the extent of the fund 
for the maintenance of labourers, compared with 
the number of labourers to be maintained. This 
proposition is so nearly self-evident, that if political 
eibbtiomy were a new science, I should assume it 
without further remark. But I must warn you, 
that this proposition is inconsistent with opinions 
whidb are entitled to consideration, some from th6 
ntriftber, and otliers from the authority of those 
who tbaintain them. 

Pirsf. It is inconi^stent with the doctrine, that 
the rate of wages depends on the proportion' 
which the number of labourers bears to the amouiit 
ottapital in a country. The wotd capital has 
been used b so many senses, that it is diflficult to 

c 2 
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state this doctrine' precisely ; but I lctidW'6f 'Ao 
aefinitioh of ttiat term' wtiich' will riot include hikhy 
things that are not used By the labouring* cla^si^s*; 
and if my proposition be correct,' no* ftidrfease oi!" 
diminution of fAeye ' tfeiiigs ckh dlirecil^ iaifect 
wages. If a 'foreign merchant wer6 to fcome io 
settle in this country, and bring witti bini *i' carjgb 
of taw and manufadiared silk, lace, and diathdiidfei 
that fcargo ' ' vf6\i\A increase the capital ^ ' if ' tlie 
tlidhfry'; ^silks,' Ikcd; and' diamonds^ Woild^bfe- 
dotn4 morfe abundant, arid the enjoyraertfe 6^ thtrse 
V^'ho use tliem Would be increased ; but the eifg'^fjr- 
ments of the labotrrers would not be l&ted&f 
increased : ' ihdinectty, and consequentially^ 'tHfey 
might be! increased; The sHk might be^i^e-i^ 
potted in ainahufactiired state, arid commodities 
for the use of laboured imported in retufh V *^irid 
then, and not till then, wages would rise;' 'but 
that ti^e would be occasioned not by ihe fir^ dA- 
ffition to the capital of the country,' Which was 
ritiade in the form of silk, but by the substituted 
addition made in the fdrtn of commodities used 
by the labourer: '^ 1 u i* 

Secondh/ytt is inconsistent with fte dtictrinU 
ihat' w^gbs depend bri the proportion bbVn&'ljy 
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\,r^^^ 






^e J nujijljeir pf,lajbour^rs to the revenue ,o( t^e 
society I of^ )vluch theyj are members, ; In the^x- 
anaple last sug^ested^ of the introduction of ^ 
^]^ew suppl^y of Is^ce gr diamonijs, the revenues of 
:Jijl<(^_who vvse |ace or diamoi^ds would be in* 
ea§g^ but as VT^g^es are not i^pent on those 
jarticles^ thp^ would remain unaltered. It is pQS- 
sib|^^ jin^ejd^ to state <jaspi^ iiji which tbe reveniie 
of.avlargQ portioaof a QQmmur|ity migbj: be^inj 
cr,^a^e|(^ 9jid yejt th^ wages of, the labourers flc^ght 
fell {sji^itboyt an increase of their numbers. I will 
sjipppse the principal trade ; of Ireland to be th? 
i:i^^iflg.pr!CKduce for the English market ; and that 
|b,|:^^ev^ two hundred acr^ ten families were 
e;qpl9ye4 in raising on half the land their own 
5ul?pi)Stepce, and on the remainder corn and otber 
pji^portahle crops requiring equal labour. , Under 
^i}f h circumstances^ if a demand should ari^ in 
<^e Ei^lii^h market for cattle, butchers-meat, and 
W9olj,;in3t?ad of corn, it would be the interest of 
ii;l^ei Irish landlords and farmers to convert their 
p^tates from arable into. pasture. Instead of t^n 
families for every two hundred aqrq?^ . t^o might 
l^q : ^ff^ieiH .' t one to- rais^ t^^? sub^stentje of, the 
Jl^ijVQ^ji^ij.(J jjh? other to tepd the cattle and, shfjef(. 
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Tbd revraue of Ihelandlonobi ^nd tiie farmedrg 
wodld foe inopeased> but a ki^e portion of the 
kbourerB wouldbeihrowDoiit of employnteBt; a 
large portion of <iie land formeily employed w 
prodacing oommoditie& for tiieir use would b^ 
dieiroted to tise production of oommodities for 4iie 
Bge of Engknd; and the fund hr the maibte- 
najnce of Irish labour would fall> notiirttbiiiiandin^ 
tii8 iniuBtoe of the revenue of the landlords: aoeid 

'Th^dly: It is inconsistent with th^ pr^alertt 
iyprnwhy that the non-residbnoe of landlords, 
funded proprietons, mortgagees^ and other un-* 
productive consumers^ can be detrimental to the 
lubouring inhabitants of a country Maf d$e9^ imt 
Export rai^ produce. 

In a country which exports raw produce, Wages 
liiay be lowered by inch non-residenb^. If an 
Irish landlord resides on his estate, he requires 
the servkjes of certain persons who must also be 
resident there lo miniiSter to his daily wants* He 
riittst hate servants, gardeners, and perhaps 
gamekeepersi If he fcuild ahbuse, he miist em- 
ploy resident masons and carpentei^ j part ^f bte 
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ftiniituite fa^ may iakport^ but iSke gv&akn part bf 
it ttiust be »ade in his neighbduriiood ; a pdrtioA 
of fais landi or, wfaait oonies>to4hesanie4bmgy!al 
portion of his rent, must be employed in pro-^ 
^ing ibod, clo&ing, and shelter ibr all the£i6| 
peipsons^ and hr those who produee that food, 
elothiug^ and slieiler; If be • wefe . to reitiove tci 
England/ all these wants wonld be supplied <h]!t 
EnglisfaiHen; The land and capital vditoh watt 
formerly employed in providing the maintanJwoO 
#f Irifih labourers^ would be employed in pro- 
^hk^ng Qorn and oattle to be exported to England 
to provide the subsistence of E^lish labourers^ 
Tbe whole quantity of oommodities appropriated 
to the use of Irish labourers would be diminishedi 
and that appropriated to the use of English 
labourers increased, and wages would/ conse-' 
iqaently» ri$e in England^ and fall in Ireland* 
: It; is true that these effects would not beco^ 
extep^ve with tbe landlord s income. While, in 
Ireland, he must have oonsunaed many foreign 
commodities. He must have purchased tea> win€(, 
and sugar, and other things which the climate 
and the manufactures of Ireland do not afiEbrd, 
4nd>he mpst have paid for. them, by sending corfi 
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mi litelahdtbe ^nobfl^l^ axipkcyed at^pot^iioti of life 
labdiand'Ofi lriq> rqntsl^ol: otHbr^pui^^idiK^ltifrob 
itfai<ih)il>3<}abQnrbi^ (lopiikifian mBmvkdmotbeiiei 

tbemaifitcteajiciit of iBKnrse^^^ta^^hounBsi; ^Oti lus 
rambYali <ibqi< pprliim J tif < thii' land> wtiidi ' Wfli^' ^ 
pdrkiiiwouJUt lio iempld^d; ^^artly ifivptiodaiditr^ 
eofiHtarta^l&:ooii*itbdUfesi ahd pordy^ri |Aroiitt<c!ing 
subsistence ibr>tits idiHivators; tiTid'itbalf poHion 
wbicbifed: ' inrseik> .for (hik use mig^ M ekhph^ed 
ib) fbe^idiii^ )iJoite9 fer oe^portati()]K Th^->fl#st^6f 
thedealtexiktioiis/would do ^6odrtheied)nd't^}d 
do ffo faaitnii • iNoi* ndost we forget* iMiy Ibixytifg^h 
the obeapnefei of conveyaiMJe betwe^- -Eligteid 
^od Ii^nd, a poriiony dr perhaps '^U'^of .^^^ 
whom, he em^^oyed^ m Ireland; itiight)(folk)# >iHid 
ta England; and^ in tfaatcase^' waging in* >n€iidiel* 
wuittty uwild be' laffiMBted. The fond for the 
maintenance ioflabobrers in Irekfid^ and themiAi- 
ber of Jabpuretis itobe maintained^ woaild ba^tbib^ 
^quaUy : dimiaiabcKt, and the ^ fund for the > iuain- 
tenance of labourers in England^ and ihe^nuiilker 
pf . Jab<j^irpm to 'be- msttntaindd, i^ould hditi ' be 
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9)7^ Ir^rFHgre^ti Ifcoml^Im) ssitfkpdsB^ ueififcofaibfi fthe 
bbodrmgidafifflfisi mi}nila}id| f tdanndiiagi^^eiwiifa 

Priti^b^ «ifipirey ! con^idbmd I ^i a TvAoki^JWOuldibq 
ii)firn^(UMfI]^fbeiiefiQidito lTelahdirtiHxi^*^i^qps 
^tTOi:|cbtittpprtance i$.a<tlidjeditait. viii ,Ui^ 
h Ini'^9 M^GtJIcN^h'& c^abirated'^exaiQifadStiibitte^ 
fore- the Odmmittee on iface ^te q£ If eboo^^ <!4tti 
S^pott»t.&14> .Se^s, 182d>) he ifva»a)^cedl> 'So{i4 
^IW^HJ .tbS! Iw^^ e^fcpoft of -Ireland tttera ih 
/JivvfeiOiittAe^ aod: tibaife^ a consicierable: poiitionocif 
i)4<erii(; )ifid iheeR iretpit^ed ioi 4hat< nianneci cbeis hot 
fn&tclvalModb of prodaelng; tbemlsfais oi psujiAg 
t t^ncwtcibiite lessio^B kmpvmexA&nii of HM 
6j)oorH;hfenvany ^tensive emplo3^meht of thuSmio 
Mahooiti *Quld produce ^'•^^Hd t-epliei^ * -UflleifeS 
5 ihernieiiiB of paying' Tent aspe >ebanged ^hdn tkd 
^:liaiidlord goes hohie;- his'i^sldehc^f d&tk harv^ bb 
l-efifeot\iMhateirer,'- ^^ ■ -^'» ''■ -" " •• ' .' - •' "- -' * 
: I ^ iWduld not/ ' 'he<iS"«skedy * the popnlaikm bf 
' the country be benefited by tte expetttlittiWJ 
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^ among them of a oertaia portion of tke t-fent 

* which (if he had been absOTt) has (would have) 
^ been remitted (to England) V ' No,' be replied^ 
^ I do not see how it conld be benefited in the 
^ least. If you have a certain value laid imt 
^ against Irish commodities in tbe one case> -you 
^ will have a certain value laid out against thenl 
^ in the other. The cattle are either exports id 
^ England, or they stay at home. If they are ex* 
^ ported, the landk»*d will obtain an equivalent 
^for th^n in English commodities; if they are 
^ not^ he will obtain an equivalent for them in Irish 
^ commodities ; so ths^ in both cases the landlord 

* lives on the cattle, or on the value of the cattle : 
^ and whether he lives in Ireland or in Engliand, 
^ there is obviously just the very same amount: of 
^ commodities for the people of Ireland to subsist 
^ upon/ 

This r^sonittg asi^mes that the landlord, while 
resident in Ireland, himself personally devours all 
the cattle pixxiuced on his estates; for on no other 
supposition can there be the very same amount of 
commodities for tbe people of Ireland to subsist 
upon, whether their cattle are retained in Ireland 
or exported. 
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irjBut"#hea a ooantry does not export raw pro- 
<}ace>' the consequences of absenteeism are very 
^ffeoent Those Who derive! their inootnea from 
sneh a country oamiot possibly spend thera abroad 
tartil they have previously spent them at home. 
'! When a Leicestershire landlord is readdent on 
his estate, be employs a certain portion of his 
htndv or> what is the 8ame> of fai^ rent^ in maintain* 
iug the petsois who provide for Urn tKose com* 
Inodities and services, which mast be produced on 
the spot where they are consumed. If be should 
rem6ve to London, he would Want the services of 
Londoners^ and the produce of land atid capital 
whicli previously maintained labourers resident 
in Leicester, would be sent away to maintain 
labourers- resident in London. The labourers 
Would probably follow, and wages in Leicester- 
shire and London would then be unaltered ; but 
until they did so wages would rise in the one dis- 
triot and fall in the other. At the same time, as 
the rise and fall would compensate one another, as 
the fund for the maintenance of labour, and the 
tnimber of labouters to be maintained, would each 
twmti the same, the same amount of wages 
would be distributed among the same number of 
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Bersojis> thqugb not jo-eq^ly ill tbj^p^fpe.prfltpfffj 
^i^.b^fope.: ;., ., . ..; . ..., ,;> ,| .,.,,t<|'n 
, , If h0 wwe pow ' to rjB«M?yi&,tQ Paris* ^ ^^W 4i^ 
tribirtion. mH$t ita}^e.pJip|c?>, ,A^. tbppicectf rai^ 
prodiwe ip iQ^vw.ifl .Ff^ppe th^ ju Ejogl^u4„jao4 
the di^mo^ in ^l^tp afl^.l^WWy^g^.b^twq^AJtbj^ 

frpi|i; tl^^ 9np to tbp ptb(?r> neither Ijhe lab^ni^s 
pjqp jtbe,pno4npe fff ^^s q^tates,9ppld fqljowj^ 
I^prB^i3t^e^^p%Fn50Qh J labourer^ and b^. wwrt 
cpnvfirt bp^ shaf pjof tbp produce of bis estat?^ o^^ 
i^ba.t;is tbe; s^s^apt^ thing, hit? rent, into sofl?i&. e^r^ 
ppfftaWp f^rm in order to receive it abroad- r; It 
may. be supposed that he would receive h;$ re«i|t 
in .rooney. Even if he were to do sq^ the Ei^^isj^ 
Ij^bpur^rs would not be injured, for, a^ thf^y.jdo.x^ 
e^ ox dripk moq^y, provided the saxpej ^oi^^.qf 
con^modities remained for their use,i:tbey.^QttJ<^ 
l^c ^AafFect^d by the expojrt of mpni^y. J^xxi \i^\^ 
impossibly that he could receive his rent in nioi^cfy 
unless he chose to suffer a gratuitous loss, The 
ratp of exchange between London and Pari3 ia 
generally rather in favour of Londo^,and scarcel|y, 
ever so deviates frorn par bj^tween 9^y two qpufl^ 
^ries,, as to coyer ^^b^.e^^pe^sj^ pf ,tr^n3fcfTingjpie 
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fff^^dtitls *-ttl^afe' frbitf the dne 'td' ^lie'ctb^r, fex*- 
cepting between the countries which do and'thb^ 
wWcRdb^n^tt^ois^isttriW^i Thfe'rtnTitt*n6efe fitom 
Eh^lahd t(!)f!F<iihcfef'tnust bfeJsent, thel^^re/in tWj 
ibhti'bf ^atiiifactili^es; eSth^r aireclly t6 France, ot 
to s6We'cati^fry W^^feibh -^ 
fWattonsl ! kt\d^h&}^ W\ild*t!^ese inmiti<Ubttli*e^ be 
ObtiJtfttf? Of tiodtise ill 'elch^n^ fbk' fli^ lUhd^ 
16hJ^s'tent. IBs'^hdfe tit W'pmd'ace'ldf life 
estates WouM now go ib Blrmihghkrti of '9hi^ffiel&; 
ot'Ma'nbhester or Londori, to ittairitatJft <h* titbiiUr-^ 
et^ employed in producing' triannfacferfes, -t6' bfe 
ifent and" sold abroad for his ph)flt. * !Ati ErigRsh 
^sentfee employs his income precisely as if he were 
toTethairi at home aiid consume nothing but h^rd^ 
^\r6'^iid cottons. Instead of the services of gar- 
feAiit^s Witd Servants, upholsterers and tailors, lie 
|iiih5HaiSes those of spinners and weavers arid cut- 
ler^. • Ih either case his income is employed' W 
maintaimng labourers, though the class of laboiiridr's 
is different; and in either case, the whole fund 
fbrlihe maintenance of labourers, and the number 
(tf labburers'to be maintained, remaining unaltered/ 
th6' images of labour would' not be affected. ' ' '"' 
-'iB^ij in fa6t, ihkt fiirid would W father Increased 
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in quantity and rather improved in qnality. It woiliM 
be increased, because land previously employed as- 
a park^ or in feeding dogs and horses^ or bares attd 
pheasants, would now be employed in prodneittg 
food or clothing for men. It woold be improved, 
because the increased production of manufactured 
commodities would occasion an increased division 
of labour, the use of more and better madrinery, 
and the other improvements which we long ago 
ascertained to be its necessary accompaniments. 

One disadvantage, and one only, it appears to 
me, would be the result. The absentee in a great 
measure escapes domestic taxation. I say in a 
great measure, because he still remains liable, it 
a proprietor of bouses or of land, to those taxesJ 
which fall upon rent : he pays, too, a part of the 
taxes on the materials of manufactures ; and if 
it were our policy to tax income or exported com- 
modities, he might be forced to pay to the public 
revenue even more than his former proportion. 
But, under our present system, which throws the 
bulk of taxation on commodities produced for 
internal consumption, he receives the greater part ' ' 
of his revenue without deduction, and instead of * 
contributhig to the support of the British Govern- ' 
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m^t* ^ontribut^ to support that bf France or 
Italy. This iqconyenieaceg perhaps, about bar 
laooes the advantages whidb I have just lueo- 
tloQe4> and leaves a community which exports 
oqly maoufieu^tures, neither impoverished nor en<- 
riched by the residence abroad of its unproduc- 
tive merpbers. 

I Qif^ht, perhaps, qu thi^f occasion again to 
remind you, that it is to wealth and poverty that 
my attention is confined. The moral eflfects of 
absenteeism must never be neglected by a writer 
who inquires into the causes which promote the 
happiness of nations, but are without the province 
o£ a pplitical economist. Nor do I regret that 
they are so, for they form a subject on which it is 
far more diiiicult to obtain satisfactory results. In 
one respect, indeed, the moral question is the more 
simple, as it is not complicated by the consider* 
ation whether raw produce or manufactures are 
exported, or whether the non-resident landlord is 
abroad, or in some town within his own country. 
If his presence is to be morally beneficial, it must 
be his presence on his own estate. To the inhabi- 
tavits of that estate, the place to which he absents 
himself i^ indifferent. Adam Smith believed hi«f 
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gesySfimxi tOt jbe 9)oral}y >»JtuiQiiaii lltie jfttidtaitt 

x^\xxfs^Q^ th^ ^nfftnor^^cM ofjpeopte dia§bIttt6iQiid 
pgor. _ Thfi. i^hftb'rtWta :0f a tocg^ viltoge^ aftar 
hftWiJftMWa^ W?pWeral>te. prpgreba. in jIemibii^ 
^^r|?^. hs^TsJ^QOQ^ idle in coDsequenoa (^ 
a.jgSi^t ,loc4 -t^tvipg takctt np ii^ iD?si4e»(?e in 
t)!ifiitr,p^W?Qm'hppd.' ARd]liIniM'Ci)Iloob,.wh<)i5e 
fi4f;lity .^i4 intelligence, aa an otiservier j»ay be 
DD)ji,f4 Ofb. static, w. the residt iif hJts own wqpe-' 
c^o^jth^t in Seated the estates of absentee 
fi:flia]w?§trahir»ys tbe best managed. Mlwbj of 
opfl^^ dq>end^ on Individual cbaracter ; but I aiti 
ijjclineid to belipve^ that in general the presence of 
if^if. , of ^ jlafga fipiif tune i^ morally detrimentally an4 
tl^t.of j;nen of moderate fortune morally benefia^> 
t(^. tb^i jmni^atQ ndghbourhood. Tbe habits of 
QKP^e and indulgence whicb^ in different grada^ 
tipn^j prevail among all the members of a great 
estaJolishment^'ajpe mbcbievous as examples, and 
perbi^ still .more so as sources ctf repining and 
discontent. The drawing-room and stable ^ 
harai to the neighbouring gentry, and the honfie- 
k^eperVrpom and servants'-hall to their inferiors. 
But iimilies of moderate ioeome, including unden 
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la>W)Otabi€rtb ttiia ais^WfffeRft^riiioral'^iM! teleci- 
ta&l;e«»lWiK;e'y*ad loi'its'tdJdUkdfl' dttidng Ihetf 
aiM«teto»i a«*d!|p*id6life;' 'ipftj^e rio^dbuMtlial 
"k" ^«e»i«;^ttliSd '^eniyirii)ft('« 4iiHry, ' reiii(MrtJ 
tlie 'JpSfejd€Rees-;'feo(Jihifl^ 'the?-, qnajirdbi 'directing 
hKd'stiriittiyitki^ '4ie l^eWidnsy aiidWardifl^ prai^ 
©|i Wtfftie^ tO'ftte* dbhducf df ffite^iWa^ ¥(>ahd 
tl^fify is «fti(j)% fee ^ftost e^iehtifteaHs'fiy ^KeH 
*i&i'd«»cter of a lieigUbtturliood- cdh 1)6 frii-' 
i^MtiedJ-' Itw ^rti-happmess of ■aife'cotmtfy; thaf 
sa»dst'eve»^ parish has a reswtettt- fitted hy fortune 
3iii(J'^tfCd^(in'fop these senrices; and boimd; not 
^fefel^'byftferin^a of prtp»iety,'Btit as a matter of 
akp*^i'«iii^'p¥dffessioii&l d(rty;>td'theii^ fb^Hn^ 
ifldi^iJjil'bel^ispdrsion tbroogho«t"Hje ^iountry ot* 
stf^mmythviiynd derida) fi»iiiU^; 6&(^ ad^g in 
itsjovn^fistpfct ias a^na^l o«nttte df>cK4Uzafion> is' 
dnfiadvAqtage to« which, perhapi^wd'havfet»en 
tboilong afxustomed- to-beabl6>tO'app^eciflNeit8I 
0xltent>' '■ •' ■' ■.' ' 
•Siaij how^rer,- 1 tiunk -that area 4be mofol 
efibois 'of ^l»ente«iMit hme' heeftt «Kag^r»t«dJ 
'SbbiB> who deciaiMnagMiirit^ 1^000 EnflisH'' 
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fevpiJAse 4su^pi96^tl^to^be ve^bni^ abro^c]^ . 9Nmr to 
fo»)geit,tl»ii|o1iio»erhalft probably tt<3it qn^ualtt^ 
trf»lhfe^^ 4f thajiweretQ wtuto, vouW dwidliaayn 
vv^e)re.hutiiA towds^ tvheM,tb^ir jfi^Mam^ wpfdii feci 
iwwiitf4^ OT' pr^b^Wy . »ot!eYien;exqrt6d. . •. Wkat ^im^ 
Uf aignUy to iheOoiiAaiigAvt* aa Naiih^Dftbntai; dt 
P^Mcmbire ( peasaiit^ whether bi$ Jaadloxd liifef 
in DtoMiniiOr liorldon^ lor Gheltenham^ oirRome? 
Andrt^ett/oftthd^seiwhovitould reside anrtibeaQtitttriff 
hoTf ) iiiiaiitf ' womld ^exeKcise that ioAuende ifatoe* 
fisigllyl? I'Howi many would be fox^iteitevsf^ 
gsraie^prbservers, or surround themselves vwifli 
d^iti^efitswhb^ example would tnorethaiiiteaitt^ 
penSttte for the virtues of their masters T NMhin)^ 
<^w beitnorei rash than to predict that gfoorf ifmUi 
iM&iB result of causes which are quite as cdpafak 
Jci£ipiKDdDcifn^,eviL .. < -. . i .. t.;-tt 

uifFhei eednotnical efi^is have been siAlmow 
'gkierally misunderstood ; and I haVe oikniJoeei 
Mcn^ted ltd wonder that doctrines sockar asithpe^ 
wbieh'iifliave been submitting* to you^ should fee 
admitted f with ?elu<jtance even by those wbofWl 
Hkt^ ^pmoft to be unanswerable, and should bfe 
i^jetJt^ at once by others as invQlvirtg 4 paui^x 
<^t6^4iibDstfoUs to be worth examidation.i- ^ -nl )•> 
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•^ Mm* of thm; j*DbiWy/atis*s frdtt^ a ecmftisimi 
rf'f«be!'efeono'iMfcal with tHemt^raP part oif Jthe 
qWjBtiHtti ' Many writet^ and ri^adeW df pdittc&l 
etibhbttty forget' that weal* cmly te wHhiiithe 'pm- 
*knefe tyf that iicietit3e ; and tlmt the direst prt)^ 
Ihat^bsc^irteeibm dimiivishfijs iiie virtde <^l- the iMtji^ 
jpiridsg i^'tlierettiairtini^ members of i a cottimtjwtttjr 
is^' no i ^answer to ai^taenls *hbft mm bhl^ at 
prriving tteitit does notdimitiish^Mir'wwilthl 1/ 
I AliotheP'i^urce of error arisdsi from Ab circnmi- 
Ktaace^ tio^t whenthiB landlord is present the gaiik 
i^ieoneen trailed^ and the loss diffused ; >when hb i$ 
ofasi^^ the gain is diffused^ and the loss oonepil^ 
t^atbd/ When he quits his estate* we oaa p^tioUf 
Banger 6n the village tiadesman aiid* labourer whi> 
iMeqbis-iCufitom and employment, We canned 
trace the increase of custom and employment thlat 
4s<cHinij^iiently scattered artiong millions of mahu- 
hxAhrer^i When he returns^ we see Ibait itbe 
iwcptasUturei of 3000/: or 3000/* a year in aiamdi 
^^is gives weaMh and s^t to its inhabitmite^ 
fWb'jdo not $ee^ however, clearly We nrnji infer 
itj, 4bat Iso much the less is expended; irii JVfert^ 
difesteri Birmingham, or Leedsi The inhabitapte 
of his village attribute their gain and tfamr 1^8 19 

D 2 
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-4te'^citt«fe§i 'ttnd 'theif ctotoj^Tamts tod fttkftoVe- 
'^W^tttttiii ^re loud m propottioa to the' degree 
"^h^4vKlch"fheyibel their interests to beaflfefeted. 
''Uto '^^tfagle maiiufdctui'er is conscious that the 
''aVtmge knnua! export of more than forty millioBs 
sferiift^ has been increased or diminished to the 
'^attibtint of ttvo or three thoiisand pounds. And 
'even 'if av^re df that increase or diminution, he 
'WdttW not attribute it to the residence in Yorkshire 
"^'6* Pirlg df ft giren individual, of whose existence 
^Ufe^jWdbably is not aware. When to obvious and 
*'p!a1pabte effects nothing is to be opposed but 
^inferences deduced by a long, though perfectly 
'detaonstrative reasoning process, no one can doubt 
'Which win prevail, both with the uneducated and 
''the'6ducat(id vulgar. 

'* Many persons, also, are perplexed by the con- 
"Sideration, that all the commodities which are 
'exported as remittances of the absentee's income 
are exports f6r which no return is obtained ; that 
'they are as much lost to this country as if they were 
'^a tribute paid to a foreign state, or even as if they 
were thrown periodically into the sea. This is 
Unquestionably true ; but it must be recollected, 
that whatever is unproductively consumed, is, by 
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.pqrfqrm^it abroad., In ejte <;as^,f be §r#,|)wr- 

, Qb9^3 . the , iServicps i a£ . tbpse wb,? jpxpc^fl^, . ,^be 

., things. wbricbhe^ for bis b^upfiji^ ppj^%%|i;^^is 

.,tp wn^qwe, . If he stays hqi;e^ ^^^.p^y^^jnq^Vj^o 

Mm^^ /cQ«t, Qv dearv a p^jr ^{^)im^l9^^mms^r^ 

.tftbl^-rraU which an bouy after ^re ift thoiFj^jcyn^r 

; ^ndritipn; When abroad, he pi^ys s^n ifiq^iai s^ffn 

tfor the production of needle?, or o^lipQ^ijW^bh 

; Hire: sent abroad, and equally consumed 'W^^b<i#t 

iftwthei: benefit to those who prjodMc^jJ tl^*fflf :l^)f^ 

1 j^^^qrne.of unproduGtive eonsumqr^j, bowpye,if pj^> 

is a tribute; and whether they enjoy it .bw^'^J^ 

'^Isewhere^ is their own concern. ^ We , kfloyf /that 

^ man .cannot eat his cake and hav^ it; ai^djttis 

.equally true that he cannot sell a cake to anQ|:ber 

and keep it for himselfi . r 

The last cause to which I attribute the sldw 

progress of correct opinions on this subject,; jis 

-their distastefulness to the most influential «ieiQ- 

bers of the community. Nothing can be ifiQVfi 

yflattering to landlords^ annuitants^ vaontg^gQm, 



Digitized by 



Googk 



88 POPULAR ERRORS ON WAGES. 

and fundholders, than to be told that their resi- 
dence is of vital :ipu)orta|icpjto.Hie. country. No- 
thing can be more humiliating than to be assured 
that it is utterly immaterial to the rest of the com- 
tnunity whether they live in Brighton^ or London, 
or Paris. Those who are aware how liiuch oar 
judgment, even in matters of science, is influenced 
by our wishes, will not be surprised at the preju- 
dices against a doctrine which forbids the bulk of 
the ckjucat^d class to believe that they are betie4 
factors t6 their coqntry by the mere fact of vesidiag) 
Yi^ithin its shores. ^ i 

I may appear, perhaps, to have dwdlt too nmkf 
on a single subject; but no prevalent eproiin «aii' 
be effectually exposed until its prevalence bus 
beeo accounted for. And these are prrorB* which 
9re to be heard in every society, and often frow 
tho^e whose geper^^l views in pplitic^l eooumfiy 
^re cprrect. They may be called harmless erlrqr^ 
but no error is, in fact, harmless. ; an(i tvh^ tbam^ 
is so much in our habits that res^Uy reqqires 
^ttei'ationy weTmay lose sight of the re^I mid the 
remediable causes of evil, while our atjieutipn 14 
misdirected to absenteeism. 



Digitized by 



Google 



POPmAR ERRORS 0|sf THE/ CAUSES ^ 
Af PECKING WAGES, (conclud^lj ' 

'" '^'" ' ■ '■ ■ ' :-..'. »; l-'j.M ._.r .'otT 

I aTAtfiD.iii the laat Lecture^ that tiie fE)u^^ti^,aff^ 
quality of the commoditiegi obtainpdfa^ef^^^lli^if^ 
ing family during the year, nust depwd tOii,it^^ 
(j^Atity and quality of th^ coipmoditiqs 4W9% 
OB indireetly apprc^riated during the yi^vjt^t^^ 
usel of thb labouring populs^tion, compared wtt)^ 
the luumber of labouring ^tmiUes} oTj to spea^ 
iMNoe ooneifiely, on the extent of the fund for. t)^^ 
maintmanoe of labourers, compared with ^0 
iknnber iA labourers to be maintained ; and I 
observed, that this proposition is inconsistent with 
Hiany qpiniona entitled to consideration* Throe 
qf these opinions I then examined ; in the presewt 
Leeinfe I shall conddep the remainder. 

Fourthb^. It is inconsistent witl^ the doctrine 
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: The two cated in whibh the intnodudienLO^ 
maobinerj can produce snob m effecV ar^ : firsts 
^faeii laboin- is ^employed In the construction of 
macbtnery, wbiob kJbmr would otherwise hav^ 
beeniie»kpldyied in tbeprodaction of commodcti^s 
for the nse of labouhers ; and^ secondly, vnhm the= 
macbhine itself c6n6un)escomiiioditie& wbidi wonld^ 
otherwise have been consumed by labourei's, andi 
that to a greater' extent than it produces them. 

The first case is put by Mr. Ricardo, ih his^^^ 
chapter on Machinery; but in so detailed u foraii' 
that, instead of reading it, I will extract its sub^ 
stance, with a slight variation of the terras. He 
supposes a capitalist to carry on the business of a 
manufacturer of commodities for the use of la* 
bourers ; or, to use a more concise expression, the 
business of a manufacturer of wages. He sup- 
poses him to have been in the habit of commencing 
every year with a capital consisting of wages for a 
certain number of labourers, which we call twenty- 
six, and of employing that capital in hiring twenty 
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ttieiA^iitdnr^Hrodaae domi^'lthetyedciimgs^&'fit'lM 
>tdiGdei'tvreiit7Hsixpaiid>^ixid iNXDidudeicbnudo^Aies) , 
for himself. He now supposes him to atupiaJD 
ten of his men during a year in producing, not 
ikragesy buia^macbite, f^hibh, Tiith'tiie>aid/of 'sefen 
menito keepiiit>ii3» repair (and wbrkit/iimUprddocei 
every year wages for thiiieen men.' Atth^nedd/ 
ef/ tibe year the clipitalistcs^sitAationiwoyM'ibeiiuon 
altered; he would hay^ w^gefir forthktb^ mi^j 
the produjce of the labopr. of ihis other 4^»ftiiQn'i 
during the year-^^r^uad his machine^ akoriihei 
produce of the labour often men during tti^/ye^tv > 
and therefore of equal value. And his. situatioti' 
would continue unaltered. Every year his maohlhe 
would produce wages for thirteen men, of wfapni 
seven must be employed in repairing and working 
it^ and six might as before be employed for the 
benefit of the capitalist But we have seen that, 
during the year in which the machine was con- 
structed only ten men were employed in producing 
wages instead of twenty, and consequently that 
wages were produced for only thirteen men, in- 
stead of for twenty-six. At the end of that year, 
therefore, the fund for the maintenance of labour 
was diminished, and wages must, consequently^^ 
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faave'ftllen* It i$ of grM4 impoitaBiv totrioc^ 
)eot| that the only reason for this fell ivasl>tfail 
diminution of the anmml prodnotioo. Wim tweotji 
men produced wages for twenty-six men: ihd 
machine . produces wages foor only thirteen. The 
vulgar error on this subject supposes the' mA 
i^ arise not from its true cau.se^ tl>e ; axpende oS 
constructing the machine^ but ftom the|>roduotivd 
powi^s of IJiat msiobipe. So feir is thi& Dreoi hi^g^ 
tme^ that those productive powers are the specific! 
benefit which is to be set against the evil of ftsteii* 
peosivene^s. If^ instead of wages for thirteen HHkOj, 
the maohine could produce wages for thirty^ its 
Hse^ as soon as it came into oper^tiou^ w^d ba¥e 
increased, instead of diminishing the fund fc^ tfa$ 
i^aintenanee pf labpur. The same eifeot WQu)d> 
have been produced^ if the nmchipe ccmld ha^ei 
been obtained without expense ; or if the c^apJitaHati 
instead of building it out of his capital hafl hiiii 
it out of his proiHs^f, instead of withdrawing tan 
men fyr a year from the production of wages^ he 
had employed in its construction, during two ye^M^ 
five of the men whom he is supposed to have em- 
ployed in producing commodities for his own use. 
In either case, the additional produce obtaioed 
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fibmiitbe ttNtthina wotidifaate faeeii aaadditioiiiil 
&tid^fer tbi mainienanoe ofi latbouc; aiid wages 
ttfnsti astHtbrding) to my, ekmentory prnposftioiii 
haire risen.* 

1 have tiiiooght it neoeasary to state this possiUq 
iml as ii piw^ of the theory of madamery, laut } aip 
far ifonf/attdchiug'aRy practical importaqoe tp '}t 
I d^ nW) believe tbut there iexists upon reomd a 
ain^ imtaRce in wbioh the wlioi^JinnaalpFCKlttoq 
ha$'h^n diminished by the use pf imiAimat^ ptcn 
oWnery. Partly in consequence of th0 expense of 
on^fstruoting the greater part of nnachipcary liteiiig 
d^rayed out of profits or rent, and partly in 
consequence of the great proportion which the pfo- 
dilutive powers of ipachinery bea^ to ^e ^p^pse 
of its eonstruction, its use is uuifprif^ly accom-* 
panied l>y an enormovis incre^se> pf pnod^ption. 
Hie s^niiual consumption pf cotton wpql i^ this; 
cpuirtisy, hpforp the introduction pf \\^ sp^npi^ig 
j^ny, 4id »ot amount to 100,000 lbs. ; it now 
amqwnts to 190,000^000. Slinpe tl^e powfi^-loppv 
dime into use, the quantity of cotton cloth nis^nufap: 

• And yet it appears now to be thought, that wages m^ he 
raised by the destruction or (what is the same In immediate effect) 
the disuse of maehines akea^ coiusftr4icte4 
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imredftfor Imhiio ccHiBuniption has iiK»^ 
8&7>QQ0t,000 ot f^fdA (Hie nverege annual lamotant 
bdt^eeti'tlie years 1816:and 1830)^ to 400,00^000 
^fv i yards, (the lannmd .aver^ige from ]1$^ tp 
}a2&.<Uaskissdi>'sSp0e6b, 1830). The nuaali^ 
of^copies' oi boolds extant laA any one period before 
thednvefttiofi of the printtng-pressy Jiras: pwbaUy 
dnildl^ than that -which is now' prodwed in<» 
srngle^jdeiy: • '^Mr.-Rioikrdo'fe praposituoDyjtberefcw*^ 
(Prtnc./4T4); tilatthe use of machinery/ fneqwently 
Himibii^es the quantity of the gross produce ofua 
eonntry^ lis erroneous, so far as it depends on Hi^ 
mse which <he hassupposed» and of whiehl faavd 
stated the substance. • : 

The other exception, that where the mftehind^ 
H^f consumes eommodities which would ethei^ise 
have been coniaimed by labourers, and 4h»fa to a 
greater extent than it produces them, applies only' 
to the eape of horses and worfcing cattle,' which may 
be termed animated machines. We will suppose 
a former to employ on his farm twenty men, who 
produce annually their own subsistence, and that of 
six other men producing commodities for the use 
Oif their master. If five horses, consuming, we 
win say, as m«ich aseigiit men^ tould do the:woriki 
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«f >'teri, H would be worth the farmrt's'^fliie lio 
^i^otetituito 'them ior eight of his m&t, aa he ' wdodd 
^h6 khhto infcreai^ thei niimfaep of peifsoim wtho 
^i*ork for his own benefit "from six to eight* Rut 
aflier lieckicting thersubfeistepta of the horses/the 
fund for the maiiatenasice of labourers would be 
redubed from wages fix* twenty ^iix men to wages 
4for eighteen. I cannot • refuse to admit that* swh 
leases^ niay exht^ or to deplore the misery that muit 
accompany them. They are> in fact, ^ now ooeur- 
ring in Ireland, and are occasioning m^ieh of 
the distress of that country. They seem, indeed, 
to be the natural accompaniments of a certain 
period in the progress of national improvement. 
In the early stages of society, the rank and even 
the safety of the landed proprietor is principally 
determined by the number of his dependents. 
The best mode of increasing that number is to 
allow the land, which he does not occupy as his 
own demesne, to be subdivided into small tene- 
ments, each cultivated by one family, and just 
sufficieiit for their support. Such tenants can of 
course pay little rent, but they are enabled by 
their abundant leisure, and forced by their abso- 
lute dependence, to swell the retinue, and md the 
political influence, of their landlord in peace, and 
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to foUdw bid' bftnk)^ lA puMki bhd* )M4¥iyitei> Wirrl 
etoicron, of Loohie); whoSe toeirtttl didttttt'iikG^ 
50(W. tt y^r, (camdd with him into the' rebi3U*Att 
of 1745, 800 meft misted from, his own tenaWry^ 
But m the pirogress of c^viliration, as M^ealth- be- 
comes theprlncip€i! means of distittfetiohattd ihflll-^ 
eticev landowners prefer rent to depehdferits; % 
obtain rertt^ that process of eultlvation itoUet ht 
IMiiptoyed which wiU ^\ye, not absblwteif the 
greatest amount of produce, but the greatest jtftfer 
dedudting tb^ expenses. Fbr thi§ purpose fet i<^act 
^ dOO acn^s, from which fifty families prottttcAd 
theh^ own sabsifetence, and produced st?arbely Hhy^ 
thing more^ tnay be converted into om fajrm*, arid 
\i4th>ihe labour often fdmilieS) and as many borsei, 
tiarf produce the subsistence of only thirty fktailiei* 
IWtUnately, however, the period at which tht^e 
alWratiottB take place is generall^^ one ofgmai 
sodai improvement; so that, after a short intervftli 
the' Increased diligence and skill with which labour 
is sapplied, occasion an iticrease of even the gross 
produce* The fund for the maintenance of labour* 
er^ nbw becomes incneased from two different 
8mii'ces---partly froiti the increased efficiency »of 
hnnlan labour when aided by that of horses 'and 
t^fattlc", atid partly from the results of a pati'OfitU^ 
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httdia^Ii^ofii! wt free ,b|y theaufefttitutiDrt of brtitest 

fUmy^Mw^^mli the. f^hmg^ itself musti in 
g(^ft¥fdlifbeacwmpaniedi% jdis^mssv :> 

;Bi|t with the exceptioa of these t^q i»$w, Qrtf 
Qfli/vhi^h produces only temporary efi^ta» and the 
<(rtheiv :tb<>ngh apparently, poi^ibte^: seems nevw 
^ti|ally;to.oaQur> it appears tp me dear th«l; tJie 
M9e of ow^hiaery must either ra«se tihe gebeval orate 
4)fti¥ag^« or le^ve it unaltered- r . ., 

T ^IWh^^ri machinery is apjdied to the prpdubtioti 
pC fltWWodities yfhiih are mt i^teodedj directly or 
iadU*Q<^ly> for the use of labourers) it ocoasiohs fio 
alterattioQ in the gxjneral rate of wages ;-^I say 
the gm^ral rate of wagfcs^ because it may dihiiiiish 
tbeiratfttof tmges in some employmeHts,— --a dkai- 
mitic^ alVvaya coinpensated by a cor^poridiugf 
iooreale in some others* I was shown at Bir» 
rt)inghato a small screw, whidi* in tlie manufao 
tnnei of corkscrews^ performed the work of fiftjf* 
aioemen; with its assistance cme man could cut a 
spiral groove in as rtiany oorksbrew shanks as sixty 
men ibould have cut in the same time wiA tiie 
tool8)preVbusly in use. As the use of corkscrews 
latKmited^ it is ik)t probable that the demand fu^ 
^m >has f uffipientLy increased to £ii!ab|ei the wfade 
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nafadMno#!fobc«vempi«^)4c$adIybhi{>r^e^4ii'yel?- 

iod^edbiffai Uletr fMtiideteiive'^vtr^. Stittfe'ofOle' 
oiAikttfe^JJMA:^, ttei^fdre; iiiakt' 'have Wn' 
tbKMW'ok (i("i/r6tk, and t}J6 rslte of «t^g^s inlHai 
tMdb^prdbabiy^reH! <BK as the VBoIe fdnd for 
thei idiititefndtM^^^ UibbuWrs; and' iHe' «'1ibte 
ntMiltef t]f ''laboak«n' to he tn^iitkiiied i^maiWed 
unaltered, &tttf<ill ifia)^t haVe been lialahc^d by a ' 
rife* Sibtea^here'-dsiEi — a rise which wb may ti-ace 
tcl 'itspt'biimaW cause, by reeollectfng' that "the 
faR4n'thef price of corkscrews must have 16ft eveiy 
ptir6hai6ef of d corkscrew a fund for the purchase 
of' labour^ rather larger than he would have pos- 
sessed if he had paid the former price. 

'IfJ however, machinery be applied to the pro- ' 
ddition of any commodity used by the labouring ^ 
popdation, the general rate of wages will rise.'^[ 
Thiit it cannot fall is clear, on the grounds which 
I have just stated. If the improvement be great, 
and the commodity not subject to a corresponding 
increase of demand, somie of the labourers for- 
merly employed in its production will be thrown 
out of employment, and wages^ in that trade, 
win lall — a fatl which, as the whole fund for the 
msdntenance of labour is not diminished, must be 
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%t ,<!|p, fyip^i ffji^f: pf, mrjmi^ by Ih^ uddttkaiid: 

ci[^£^$cK|j,)[?y i,h^ ^Btroducjtioi^i of W^qjiinesry t ^eMi- 
nj&t^^^ ijR aj). Qtber?^ it ij^^iU fci? ;^ta(tiqnfti;y* : h .;; 
^ Tlj^ exj^m{4® ; taken from tbe mgBiii&cjUire 4>f- 
eorfecre^ya, is as unfavourable to the ^cts of^ 
maphineufy ascaa be.propps^d ; for theusq of tte. 
commodity is supposed to be imabl^ tp k^e^ vij^ 
l??ith the increased produiPtion, and the wM^ , 
number of labourers employed, on it is, conse* ^ 
queotjy; djfldinished. This, hoyirever, .is. a very 
rajT^ ^jCUiyence. The, usual effect pf an increase ^ 
in the facility of producing a commodity is so ta 
incre£^e its consumption as to occai^on the em-^ 
ployment of more, not less^, labour than before. 

I have already called your attention to the 
effects of machinery in the manufacture of cotton 
and in printing. Each of these trades probaWy 
employs ten times as many labourers ^ it would 
have employed if spinning jennies and types had 
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^ii|g,|fl^iy»|jye,pf.tl^^ l?(^ne§^ that Ji8.4|frqfie|l,^fg 
^,ft)\:^igp.cotprao.ditip^ Ii| fact, the'pj;^^|ii|fj:^ 

^,^V''M' . ?f *^? fpreign c.9ns»i)[^9d|ty j^&. n^t jpon; 

leayeg^ t|i,9 ^npr.^| r^tje of w^^s u^affecitgd,} .^y^ 
^MihS^ tMr^^es are Fa.ise4 p^^^fti; 
matpd ip that comropdity, If the.. *M^H^*l.tef 
which favour the wioes of Portugal tp the exclusipft 
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be derived by the drinkers pf wir^e, who, cif tl^B 
same expensej would obtain more and better wine. 
So W^ what are called the protecting duties on 
French silks were removed^ fewer labourers would 
ift! employed in the direct production of silk, an4 
more In its indirect production, by the production 
of the cottons, or hardware, with which it would 
be purchased. The wearers of silk would be 
^^ oidy class ultimately benefited ^^ and, as the 
taboilring- population neither wear silk nor drink 
wine, the general rate of wages would, in both 
pasest remain unaltered. But if the laws whiph 
prohibit our obtaining on the most advantageous 
■terms tea, and sugar, and corn, were altered, that 
pojUdn of the fund for the maintenance of labourj^ 
w^icli consists of corn, sugar, and tea, would be 
Increased- And the general rate of wages, a^ 
estimated in the three most important articles of 
bd^'would be raised. ^^^^^^^^^^^^^ ^^ lu »Ji 



fiiit<ntr^ . Eji Ml rfi jijiii/riiiriiiaiw aiiHuoviil iluiilvf 

^^^S&^Zy. The viewd which I have Tbeen erylp^t 
vouring to explmn, ar^ iricohsi'steiit with tl^e coiiit 
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ttdn bjptnfoS, tftat'the uhpi^jlctadl^ Oonswito^^ 

t>r'1^hdlbAls an>d ca^itali^s i^ b^tieMdl ib^tlie 

l^biWrig'das^e^; because -it fdmlsh*.*4h4tti ivith 

-ertiployimjW: ' Tfiel 'malttfaiiiers ^f tfaia th^oi*y muiErt; 

^rg6t tliit it is ttot ^tttpltlymeiit; but fbod; dotbing, 

'sh^ltei^/and fuel— ih sboft, the tnilei-ials ^>f sttb- 

^i^tdhce and conifbrt, that the idboutinjj classes 

^e^uire/ The woi'd* employ merit ' is toepehfja 

fdrifcfeefefmofdesSgttSating'tml, trouble, ejdpo^are, 

^aiitf^ftlti^u^. "All thesey per se^ stre evils> arid ifee 

^leife of thfem llhat is required for obtairiihg^ a giv^h 

aniittttt of stibsisteftce and comfort,— or, in ^^mer 

't^drifs,' the gi'eater the fecility of <*taimng tfc^t 

igiVen^amoimt,* the better, cieteris paribm, w'Alhd 

the' (iohditldn bf the labooring' classes jiudefed,' of 

' ail ' blasse^ iti thef ' community: Whftt ^e*il5te 

'ttie j)rosperity of a colony ? Not the dijahiiessof 

giibfeistence, but its cheapness ; not the dlffiiUlly 

'6f obtialhing^food, clothing*, shelter, arid 'fiiell but 

'ihe' iUtility. Now how can unproductive eoh- 

'krfitiption increase this facility? How can lite 

'ftfiid from which all are to be maintained ;be 

augmented bjr the destruction of a portion of iti? 

If the higlier orderii were to return to tlie customs 

of; a century ago, and cover thdr coats with gold 
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jiKouW itb«)l| .benefit ttieir,ij)feri^,? ^^\^^,ii,\ipofj 

Jbenefite^.iby being -f9?«?/Swf^iin,ffipkingJ^,'j^ 
.It:i»:.ime.tb»t R:qQ»t,jp$t«s^xxf;cg!st4ng,^/^< mv{^ 

^QU; %, ;i(i ^nnot. .Ii>e m^ iksf^)^c^\f^ it,^ ,9104 
ispei^.'QB a lapsed wa^,, it dp^S ;ioliitKist,,,,;U;;f 

ductifrely^ilje pays it away,.tp;tJl^^se wjjpf.fijrpl^ 
;tks eifjbejlis^ippnte of his hoijse ^pd, gfrpjfp<^, j^j^ji 
SMlMP^yi b** taWe> his equipag^f.and^hf^ io^qt^.' 
iB4>ppq$i9' buQa now to abandon. . aJll uapifbdnatiy^ 
M^jwditute, to confine hirasetf ig baf^ nepes^ps, 
•ftnd jtq,p^ni.^m by bis OTVii Ifibouf,, tb^fir;^!^ cpft- 
.mimrn iWP'l'4 be, jtbai, tbpse pmpng.wbW!.^ 
ipn^xip^y jjppnt iiis 10,000/. a-year wopjd. lo^ 
Ajlftifffl.anipn^yer ; and beycipd tbis, jtbe iii^ry 
tini qjUj^fltipn sees aothing. B^t what, wpu|d h^e-dQ 
-with tbe 10,000/. which he wpuW still apnu^ly 
. f eiceiye ? No one supposes that be .would Jpck, it 
■,up in ,a. boa, or bury it in bis gar^ep. ,., "J^l^jljlli^^r 
Vpr94vptiyiely or unproductiyely, it^ still iq|^j;J[?e 
,SP^t. ][f spent by.bipose^f,, as, by, ,tl|e.p,uj5)of jt^^n 
|j|t,wwjd bp.,sp?»t,prpd^pt^vely, ,it, ip^t,,M^^^?' 
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atHe^'^ ybai" aflUl fmiheninocieasbiiheivlule'&iid' 
{i^yMJtb;io tbeiO^bfithbdreatoflthdBiqnin^tiiii^.' 

Jjl-DdttctiVely or uuprodwlw?filorA /Hei B^gbtvi^u-' 

WiMiflftil0,tP,bi*»fth«ttfijBae^,I*r<)i)drty^ -. .H^iiiipt' 

%mUiii^ ffficfe;lof,those rentes g0ite,Pa«&?!Tmfh' 
^jfefrmnJ^ ]ii^eih6t«;teen,io£ iri»atUHt5Jft*redl(^flm-' 
HP^iUfS-ij' fiwrtc«tt5W« J«B riatoj e*«ry itmii:» ftnet* 
^tt4,tais imHiOKke$. aiid tim tess ^ <3pgiij^pij9ti{bM-' 
?#i^beTptjr^iemkins.fQr,ihejre3t;-Qf:tfe9 tfbfWvo ' 
--:,..•...■.., (I :.:.,..•. -t ;..' ■• ,; ; ,•■ ,-".;iiI)()innioo ^ 

J ;f .^'^'i^eWK ^^sp Myes no ^p(iaj^ •P^Rri^^jft' 
yj^ jPWino,^ JW, wbiph ,t^ net jpcoifljs? .9f ^e 
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'itei^niief«t>r{fae-iiKtniieti oi^aA IkteimiAfh'aafh^im 

* iliBiiSiipjiortxbr! a igfreabitiUhibsir df v^tsiiiierMfje^ 
' Itaeinalt teFtanls) ^ trili: giver/ eiA{)lbjrtti^fti M 

; -^'Inl bbtb,oatees''thfe nfe* t!e<r«miib f'^frdutdW^ 

' itJbe> ibrMer ^ould> teii-bafte^^ 4ti<flilfy^t<dbtf)iMltf 

''♦^ttalitily 'iiesJ-ly-df "prodfRjtlife: idtonf wiAiM"lter 
' emplbyed; wbethei* I malized'lt in -fti6!0l^I$^^ 
'!9hd cdfitly feBrriiture, &o: &Oii cli- in 'li qikfltliyt<|f 
'footts'afid dothin'g^bf ihi featti* VJilhet' '^W/ifetgi' 

* fevfef; I' ffedliiiea fa^ reTftritie iti Mflftir ^It^'flf 
' bbmniodities, no inore labour would bfe cori^'e- 
'^Pfeni^' eiki/Toyeat 1 ilibuld enjoy infiarii^re 
<-knd"*i^'%lbtHfek,' and tiier^ ^ottd Bfe Sk >bM^{ 
'^ffl'l' fcur'rf IVeali'2ed'inyi4v6iiue in Tddfl Mik 
' clothing, arid itiy desire was to eriipli^ m^ifitil 

""i^fvaaigi iii Wo^e whom I mM^ ^ai^ibf With 

^ilfy >6v6iiUfe bf '10,0Dd/;j b^ wiift M ftjcrd -iM 

* 'dbftjiri^ WtocH il wbiild pufdHase, ^idfl B¥6o 
'Bfe' added to the foriiief deiiiihtf 'fbt' f^ertilfel'*; 
' indttts aUdrtibii \l(^bttIdMe pkce bii!y'B'^eSiiae' 
♦'iy e^fel«i"^ mbdWBf Jexpehdliig fay tohrife. ' f As 
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•for labour, they mu§itr)}»^tttri*%i4^%Tti?Ptt#s 
1« )1iii tiiertiaito nwiaa^r c^.qowltry<.^>gftg^ W W^r, 

tl)t6nfahiaii^^ >latid ilfhe ^nmaal €txpe^n$a& jwbifib/ it 

^ If I were ii0t/G»Ufed. upon for afiajtj (rf.i$^/. 
>^daifing«tbe isat^ whibH js mpeaickd qb loilniiHIthe 

ififadDfy^^i^efidbtibatipdrUonitrf^ in}^iiicQm&ljQnr(|u«ili- 
fitiire/ddtbeiii, ifadobs^ &c. ;&&.» ^ndiidfriietlKrJdt 
;5i f«\^tesp6Bdediin thfeicuoie iv^ jQffjtbei6fl»^lt}TGre 

/tiiftipitQ^A^on)!: ifoifithei Jfooi abd* plotMng^^f) tibe 
^^ «fddi!bri abd-s^Ucwl wottld rtqwire the sbnm f fwnodot 
*,Vfiif«dBgtn^ tQtp^fj^fi^^tlwtB ^^ tb©.iiaor€rkix«id(»is 
o1>f(^aB»Qdi4ieg^iv feutji ;^ imse: «f war^ thtece 
^^ W<WlWMlM[titb^;mdditi[Qn^. derajywi.for tafaj as 
' soldiers and sailors ; and^ consequently, .a -tmr 
' which is supported out of the revenue, and not 
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-f"^IAt 'the^temltodtldti' iit^'thb wil-^H^^b^ ^lof 

^before in the purchase of i*4fWf^^jfubriitu»,Vjot 

^^vfotb^k* * loximies/ 'the< popalaAbn^ wfai<^' ib ibbfore 

^^'!dtl^Ori!«d, and vfhUM &^ wsr caHed^ ii»lo ^nastr 

^ende/^H beeoniei ?edtt»drat,iaaDd^bf ^ts'^^ct 

^ on tli^ w^ of the popukdioh ^^ and 'ha {OompetitiDn 

^ vi^h' it for employineiik^ wiM isink .^lei.rmlnercff 

^ wages, and very materially -deterioilate ^icdn- 

^'diftioh^of tfcelabouniig'dassesl^;^' ' • I 1! * 

' MnSleardo's dieory isi^ tiidt it k ni6iBi beJbc^- 

ficifat'to the Idboidriiig classes to be eatpbyed-ih 

-ibe< ^^rodootion of senrioes than ik the >)^fodabtloh 

rbft odimikiodhies ; that it is better ^H^lthfem, to 'b& 

am^loyeA in standing bdimd diair^than^niiifiikin^ 

lefa^t^} r aS! scMiers or sailors than as '- mdnuikd- 

ttn-drs. Ndvk as it is dear tbat the^wlk^Mqu^ty 

' of' Gommoditied provided for the use of lidbbtirei^ 

ifl not itoireased by the conver^n of ah arftsan 

intd a footman or a soldier^ dtber Mr.I^^vdo 

^muirt >be Wroii^5 or my etetbentary ptt>poditiofl is 

'iMse. . ' • • ' ■;-...-: u -:■;; iw.^ * 

♦ Principles, &c., p. 475l ' 
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ddsioBsr by observing -that ihfe'W%e3l!i^'g^tVSflfe/ 
aiiltirSi artd goMtei-s kte pHflbl^^n^ fjaid^fl kifttf^' 
ftcBfe of aHUaha itt nim^yr ' He fcot^eAl^'^tHl^;^ 
thkt» if-a man' wHh^ W,(Xm/u'y^T'i^hm'M- 
iMemne'in ih« i)UH;hai^6 of iomm^^trek f6T''W 
own We} ' he l^talHg; Uftir MtiH^ "tokaB ^%M 
purchases, hty fiirtfiepftiH& 'fbi' tHfe ifiaiiit^BRHce'Bl* 
litBdttH; fttitthai If'hfe '^tidk it iii m& |)iirtofe' 
dS tUmmmie^ to m efapld^ea !ti 'ftiiiiiaihtrfg^ 
rateHiai settaWts, he hU, irt thbse fiiirclid^ea cBbi-' 
modities, a neW fiiiia iiifitK whib'h he fcahihiifitkiti' 
a cert&ift iwtnbef df riifenial S-eH dnfe !l i^pe^J^tf 
to.'htm} lhei*fd»^i thkt the IMdim Wolila.'in'th^ 
latter m^^ m niA6 tb sjieha hfs irifcoffig'tWice 
dter } t6 mmx Mb€ ii mahjF ^etiohi ^ bte!' 
It did wot deoai- tb Him that thfe' l^har&rii, t)f jidii!' 
chasing himself tihe gobfei^tfenfcfe of Ki^' serviarit^;^ 
mejrely dofeis tor tbfertl t^^BSfthyy Wdiild Bfe aBlfe' ik 
do better for tbtemaelvfes ; tmi; iii^ead bf Spetiainf ^ 
his dwn ittcbmfe tti^ice oter^ he merely ikkeS bli' 
bitiiBelFihfe biiMrtiesS bf S|>^Hd!hg thelrS for iheifi*- 

* iie did Kot perceiVe tkat all that the landlord spends in purl' 
chasing the aibsistenee: anffcMthin^' of' his servants Is so-hfilSM' 
deducted from ,wihat bp wouB loth^rwis? Mye-lOfpajitlieiufJrir 
money. 
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THE oASSJiS()iil9?IPO<5iHf^f "WTAGES. 5&, 

rti34f}taiEj^^. ^ in. fte ^i^ppos^tjiicase t)t Ira piirt-t 
c^^igg^, J 4;heitj ^s^lJ)S^ste1S^iJa( * artd . ftb0h git^ing ! it r X6 . 

wfi}^]i^ py§u^aijfi;^tt«t i(;iit tif^re #e^ :pm&ticeMttt, 

%J^jff^^?^iithf; dem^^ .ftrtJatemrritifcibWi= Bel 
li^j^p^diij flri^art jf litw^er^ He ^rt$kHi<?0^: as it» 
is Jfl. Si^flW-b^^^^^^^^ copntiiffSi to fti^lrrtaift !fie^*f 
^?iut?:tPj. pwdijure within ttek ifla^teiTs? walbJthe^ 
(y^;p^pji9fji^^f which, we ai?e aqqu^uwd *o pur- 
cj^^^^j ifrpfla jjhppsi the demand for labour irodldr 
be inpr^^e4v Still leSS could it be^ mcuntained^ 
thatjf jthps^ servants, instead of prodUclhj? com- 
modities, [\^ef €i. employed: io Allowing their aiias-l 
tei;'^ 1)^^509^ :or mountin|p guard before hid dbor^ 
sU|ch,a change. wpu)d>oi*^e an additional dethaod: 
for iiiifii^i P!^^ ^^ favpuraWe tp an increase' irf 
population. • 

§p.far, ?un I/roi^qpncitfriflg in Mr. Hicardn^s 
opinion, that it is the interest of the labourers 
t^4,^Svenua shpuld be ap^otf rather om «enric5e^ 
thait^n ©omtaodlttei^ ihW 1 bfelfe?v6 ttieir Interest 
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QO -. POPtr^AB/cniioRS^^K) i i: 

td iWpraciaetyiDppceite. I» th^uBrslitilacdiithdf 
bfa^UFep call getiemUjr maaage bettevlthb lowa^ 
uiQomfeihan it eaa be nsaiiBged for :huni byJbfel 
Hnstefi If a.'d(Hlaestlo;)servBitt QOdldne^cn '^ 
wages tlfc& whole 6um i which be .cpste liift master, 
^ven i£ he vrereto. dptiiid it as iie recmved iA, liei 
wouhijt probably! jspenad it .witii more' eD^ojmoot 
Sason^^ tiie incomeliipent oh services is spent 
m> the/ imrpfaafif ^ ^bafc peridies at the uivitant tiS 
its: o/eation; ikha& :^eot on oonunodilies ofko: 
leaves^ frqsidta^ iK^hieh, when their iSrst plllTobase^ 
has done' with themvareservioeable to othetSM lo! 
ifaiseountr}» the poor are^ to a great e^itelit, clothadf 
with garmeMs origiiially provided ic^ their skj^ 
fioDS. In all the better daes of cottager ibsyl 1m 
fimnd artiolefi of foroiture whieh Be>vericould;hi^ 
been nmde for their present poesesstea: rArkiig»i 
portion of the Domtnodities whioh nowjeonttijibttle 
to the oonifoti of the ! labouring olasaes . would 
nearer have- existedi if it had been the fashion ia 
tills, cpuntty, during the last fifty years^ io^iiidfeir 
retmue afid attefidank^a to durable commoiiitiesi 
And; thifdlyy the income employed on.comraddil 
ties is jfiinronrable to Ike i6re»tion of both material 
and^mttiaterial capital ; that empk^ed oni^Dvk)^ 
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ii/itaot^. '^^h&tduti^ib <of a Jem^iflvt aire' ik) ?eft^il;r 
tesumedii tlmt^ ibi ean^ scarGd)^ be* termed a' skilled 
ybbuiieirr; ■ fhis^dccmmulfiUdons^ lam^ small UK^anMraot^ 
and seldoriaitomed; to^ miioh adfantagej^ Tbe^aiv 
tiSiiwa' tearttfe ^^ade; itv ^ioh every* yea* adds tor 
kis ^illv and is tavglLt mechanical and cl^im^aal 
pmcesee&y often' susceptible of' indefiiii^ 
Aient^. amd in' which at siqgte invention miynraisisi 
fce^antbor tb AveaWhy apd^diffube iwrosperHy bvec 
aiwhole'xiliitrict/01? even a>^ol©*liatia«ui*f An 'Mi 
dujstrioiis' artisan can often save ai }argb^portioIll0( 
htl income and invest it witib great add imrnediatd 
^ofiti' Me purchases mih his payings a small 
stofdc^ofii idols and materiak^ and by ^the vi^atica 
add/aoiiivity whioht can be applied only toi a small 
caqpiall; readers' »evfery portion of it efficient. ; The 
m(xAi(ks, andi^t the retsotejaneei&tot's^ of someiyf 
olnrLkti^ctteist and our proudest families^ the aiidioFB 
i|jsottie= of our roost valuable discoveries, \/rerd 
eommdn^ ^mechanics. What tnetktal serraht has 
ki> tht^ cl)uatry/ and in »iodejrn timesy been' a< public 
hmehatonor even raised himself ta affl»ende.? 
Botit t history - and observation show that thiofife 
coontries in which es^)ieiiditii^e is chiefly eniiployed 
in* the putx^hase of i^rvices ire pooryandth^ein 
which it is employed on commodities are rich. 
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t 

^t. Ricar(}o'9 theory ad to the effect^ of «i«r w 
8tiU more strikingly e^rflqeoqii. It is, an the ^ 
plftCHj pppn to all thp ohjeptiw* which J hm^ 
already opposed tQ hi* view* respecthig m^m!^ 
servants. The r^e^w wHch is employed in 
ipi^intf^itiing soldiers and sailors would, even if 
unprodHptiyely consumed^ maintain at least aq 
eqiml nuipher pf servants and artisans ; and ^hat 
portion of \i which would haye heen, eDoplpjied hi 
the maintenance of artisans would (as we have 
seen) have heen far more beneficially employed. 
The demand for soldiers and sailors is not, as he 
terms itj an additional, it is merely a aubstitutafil 
demand. But a great part of that revenue would 
have been productiyely consumed. Instead of 
employing some labourers in converting suburbs 
into fortifications, and forests into navies, to perish 
by dry rot in harbour, or by exposure at sea, and 
others in walking the deck and parading on the 
rampart, it would have employed them in adding 
more and more every year to the fqnd feom which 
their subsistence is derived. War is mischievous 
to every class in the community ; bqt to none is 
it suph a curse as to the ]abGiurei:s. 

THil JSNP. 
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ADVERTISEMENT. 



The statute by which the Professorship of Political 
Economy was founded^ requires the Professor to publish 
a Lecture every year. In compliance with this requisi- 
tion, I have selected, from the course delivered in June 
1829, the portion which appeared to me least unfit for 
separate publication. As a fragment it is necessarily 
imperfect: my apology for presenting it to the Public is, 
the necessity imposed on me by the statute. 

N. W. SENIOR. 



Lincoliis Inn, 
January 15, 1830. 
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LECTURE I. 
ON THE COST OF OBTAINING MONEY. )\^^ 



The average annual wages of labour in Hindostan 
are from one pound to two pounds troy of silver 
a year. In England they are from nine pounds 
to fifteen pounds troy. In Upper Canada and 
the United States of America, they are from 
twelve pounds troy to twenty pounds. Within \ 
the same time the American labourer obtains 
twelve times, and the English labourer nine 
times as much silver as the Hindoo. ^ 

Tlie ^fference in the cost of obtaining silver, 
or, in other words, in the wages of labour in silver, 
in different countries at the same period has 
attracted attention^ though not perhaps so much 
as it deserves, and various theories have been 
proposed to account for it. 
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2 ON THE COST OF 

It has been attributed to the different degrees 
of labour requisite to obtain the necessaries of the 
labourer. In Hindostan it has been said^ he 
requires little clothing or fuel, and subsists on 
rice, of which he obtains a sufficient quantity with 
little exertion. But how then do we account for 
his wages in North America being twenty-five 
per cent, higher than they are in England, while 
the labour requisite to obtain necessaries is not 
much more than half as great in the former 
country as in the latter ? How do we account for 
the low amount of wages in silver in China, where 
the labour necessary to obtain necessaries is pro- 
verbially great ? 

It has been attributed to the different densities 
of population. In Hindostan and in Ireland, it 
has been said, labourers multiply so rapidly, that 
the market is overstocked with labour, and the 
price falls from the increased supply. But if this 
were an universal rule, as the populatbn of Eng- 
land has doubled in the last seventy or eighty 
years, wages ought to have fallen, whereas they 
have doubled or trebled in that interval. They 
have kept on increasing in North America during 
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OBTAINING MONEV« 3 

a still greater increase of population. They are, 
perhaps^ twice as high in Holland as in Sweden, 
though the population of Holland is ten times as 
dense as that of Sweden- 
It has been attributed to the different pressure ) 
of taxation : but taxation is nowhere so light as in \ 
America, where wages are the highest.' It is, 
probably, heavier in Hindostan than in {England, 
yet wages are nine or ten times a$ high in ]^ng* 
land as in Hindostan. So that it might seem 
that wages are highest where taxation is lowest ; 
but, on the other hand, taxation is lighter in 
France than in England, yet wages are lower^ 
and lighter in Ireland than in France, yet wages are 
lower still. It appears, therefore, that there is no 
necessary connex ip n between taxation and w a^es. 

It has been attributed to the different rates of ) 
profit. The average rate of profit in England 19 
supposed to be about one-tenth, or about eleven 
per cent, per annum^ In Hindostan and Ameri^ 
it is higher. We will suppose it to he one-^^, 
or twenty per cent per annum, which is probably 
hr too high an estimate. Thi$ difiEer^nce would 
account for the labopr^r, wbos^ lyages have beeQ 

B2 
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4 ON THE COST OP 

advanced for a year^ receiving nine-tenths of the 
value of what he produces in England, and only 
five-sixths in America and Hindostan, or rather is 
only a different expression of the same fact^ but 
it does not afford even a plausible solution of the 
present question. 

If the difference in wages were solely occasioned 
by a difference in the rate of profit, whatever is 
lost by the labourer would be gained by the capi- 
talist, and the aggregate value in silver of a com- 
modity produced by an equal expenditure of 
wages and profits^ or^ in my nomenclature^ by an 
equal sum of labour and abstinence^ would be 
every where the same; and in that case, how 

/ could both wages and profits be higher in North 

\ America than in England ? 

Taking North America as the standard, and 
that the value in silver of the produce of a year's 
labour of one man, his wages having been ad- 
vanced for a year, is two hundred and eighty 
ounces of silver, the value in silver in Hindostan 
and in England, of the produce of a gear's labour 
of one man^ his wages having been advanced for 
a year, would also be two hundred and eighty 
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OBTAINING MONEY. 5 

ouncesJ, and as the labourer receives only twenty- 
four ounces of silver in Hindostan, and only one 
hundred and eighty ounces in England, the Hindoo 
capitalist must receive, on the sum advanced by 
him in payment of wages, a profit of more than 
two hundred and fifty-six ounces, or above one 
thousand per cent, per annum ; and the English 
capitalist more than one hundred ounces, being 
more than sixty per cent, per annum, which we 
know to have no resemblance to the fact. If my 
statements and suppositions as to the average 
wages of labour^ and the average profits of capi- 
tal in England^ Hindostan, and America be cor- 
rect, a commodity unaffected by any monopoly 
produced by the labour of one man for a year^ his 
wages having been advanced for a year, must sell 
in Hindostan for from one pound two ounces, to two 
pounds four ounces of silver; that is, for from twelve 
to twenty-four ounces as the wages of the labour, 
and from two to four ounces as the profit of the 
capital employed. In England such a commodity 
must sell for from about nine pounds nine ounces, 
to about sixteen pounds three ounces. In America 
for from fourteen pounds to twe;ity-three pounds 
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6 ON THE COST OF 

four ounces. In other words^ the same sum of 
i labour and abstinence, or, in other words, the 
' same sacrifice of ease and of immediate enjoy- 
ment, obtains in America twenty-three pounds four 
I ounces ; in England sixteen pounds three outices ; 
and in Hindostan two pounds four ounces. And 
\ this difference is the phenomenon to which I am 
'calling your attention *. 

It has been attributed to the different prices, in 
silver, of necessaries. Provisions, it is said, are 
dearer, that is, exchange for more silver in 
England than in France ; therefore, the labourer 
must receive more silver to enable him to pur- 
chase them. But provisions are cheaper in Ame- 
rica than in England, and yet the labourer re- 
ceives much less silver in England than in Ame- 
rica. The productiveness of the worst soil cul- 
tivated, the period for which capital is advanced, 
and the rate of profit being given, it is clear that, 
the average price in silver of corn, must depend 
on the average wages in silver of labour, not the 
I wages of labour on the price of corn. On my 
hypothesis, that the services of an English la- 

♦ See note at the end. 
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OBTAINING MONEY. 7 

bourer for a year, his wages having been advanced 
for a year, are worth about nine pounds nine ounces 
of silver^ the com produced by him in a year on the 
worst land, his wages having been advanced for a 
year, must be worth nine pounds nine ounces of 
silver, and cannot be permanently worth either 
more or less. If his wages fall one-half, the rate 
of profit remaining the same^ the com must be 
worth four pounds ten ounces and a half. If they 
double, it must be worth nineteen pounds six 
ounces. But in all cases, the productiveness of 
the worst land cultivated, the period for which 
wages are advanced, and the rate of profit re- 
maining the same, the average amount in silver of 
wages must regulate the average value in silver 
of corn, and not the value in silver of com the 
amount of wages. To suppose the contrary, is in 
fact the vulgar error of putting the cart before 
the horse, or mistaking the effect for the cause. 
To use Adam Smithes illustration, ^^ It is not 
** because one man keeps a coach while his neigh** 
** hour walks a-foot, that the one is rich and the 
^^ other is poor; but because the one is rich he 
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8 ON THE COST OF 

^* keeps a coach, and because the other is poor he 
*' walks a- foot." 

If the population of England should maintain 
its present rate of advance ; if our numbers should 
continue to increase at the rate of more than five 
hundred persons every twenty-four hours^ and the 
absolute prohibition of foreign corn, for which a 
violent faction is now clamouring, should be con- 
ceded, there can be no question that even though 
wages should not rise, the price of com would ad- ' 
Vance. The constantly increasing additional quan- * 
tity which must be raised to supply an annual addi- 
tion of fifty thousand families, would be raised at a 
constantly increasing proportionate expense. Ac- 
cording to the theory which I am considering, the 
wages of the labourer would rise in proportion. 
For what purpose would they rise? To enable him 
to consume the same quantity as before, though 
the whole quantity raised would bear a less pro- - 
portion than before to the whole number of pro- 
ducers ? On such a supposition wages might be ten 
guineas a day, and corn ten guineas a peck. Accord- 
ing to the present administration of our poor-laws. 
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OBTAINING MONEY. 9 

which allots to each individual a definite quantity of 
corn^ to be given by the landlord as relief when not 
paid by the employer as wages, the whole amount 
received by the labourer in the iwo forms of relief 
and wages might rise^ not indeed ad infinitum, but 
until it had absorbed the whole amount of rent and 
tithes, — had converted the landlords and clergy * 
into trustees for the poor. And this is the state 
of things which, under the united influence of corn 
laws, even such as they are now, poor laws, and an 
increasing population, seems gradually approach- 
ing. But in the absence of poor laws, what rea- 
son would there be for expecting a rise in wages ?. 
Because the labourer would want more? But 
would the labourer's wants give to the capitalist 
the power or the will to pay him more? Does 
the Manchester manufacturer pay his fine spin- 
ners 30^. a week, and his coarse spinners 15s. be- 
cause the fine spinner eats twice as much as the 
coarse spinner? He pays the fine spinner 30^. be- 
cause the produce of his labour is worth 30,?^, and 
a further sum equal to the average profit obtained 
by a manufacturing capitalist, and because, if he 
were to offer less, other capitalists would engage 
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10 ON THB COST OF 

his labourers^ and his machinery would stand 
idle. While the labourer's services are worth 30*. 
he will receive 30*., whatever be the price of 
' com. To suppose the contrary is to consider the 
labourer not as a free agents but as a slave or 
domestic animal^ fed not according to his value 
but his necessities. 

All experience shews that in the case which I 
have been supposing, the labourer's resource 
would be, not to raise his wages, but to reduce bis 
expenditure. He must first give up his weekly 
pittance of animal food. He must drink his tea 
without sugar, and surrender his pi^rSSST^^^^^^ 
^aps his beer.'-'''He^must sink from wheat to rye, 
or barley, or oatmeal, and from oatmeal to pota- 
toes. He must look on the wheat which he would 
raise, as he now does on the sheep and cattle that 
" he tends, as a luxury beyond his enjoyment. The 
price of com is nearly as high in Ireland as in 
England .; but have the wages of the Irish labourer 
risen to enable him to consume it ? Did the expor- 
tation of com and cattle from Ireland cease even 
during the rages of famine, and of pestilrace occa- 
sioned by famine ? 
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The only mode by which I cettt account for the 
phenomena which I have been describing is, 
by supposing that the countries which have the 
precious metals to dispose of, either as producers, 
or as having a temporary superfluity at their own 
current rate of prices, are willing to give more 
than one-fourth more for the exportable commo-* 
dities produced by the labour of one North Ame- 
rican in a year, assisted by an advance of capital 
equal i« value to his wages for a given period, 
than for the commodities produced by the labour 
of one Englishman, and more than ten times as 
much as for the commodities produced by the 
labour of one Hindoo, similarly circumstanced. 
Or in other words, that the diligence and skill 
with which English labour is applied enables the 
English labourer to produce in a year exportable 
commodities equal in value to those produced in a 
year by eight Hindoos ; and that the diligence and 
skill with which North American labour is applied, 
^ inferior as they are perhaps to our own, yet by| 
the assistance of the fertile soil which he culti- 
vates, enable the North American labourer to 
produce exportable commodities more than one- 
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fourth more valuable than those produced by the 
Englishman in a given period^ and more than 
ten times more valuable than those produced by 
the Hindoo. Or to use a still more concise ex-\ 
pression^ that labour in England is eight times as 
productive of exportable commodities as in Hin- 
dostan^ and labour in North America is one-fourth 
^ more productive of exportable commodities than 
in England. 

It is probable that the connexion bet^^een the 
value, in the precious metals^ of labour, or, in 
other words, money wages, and the cost of im- 
porting the precious metals^ may not appear so 
clear to many of my hearers as it does to myself. 
But I would ask those to whom it is not evident, 
Whether. England and France and the other 
countries which use plate and money, without pos- 
sessing mines, must not annually import a certain 
quantity of the precious metals to supply the 
annual wear of plate and money ? Whether they 
must not obtain this supply directly or indirectly 
from the countries possessing mines ? Whether 
the average profits of the capitalists who employ 
labourers to produce the commodities in return for 
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which this supply is obtained, must not be the 
same as the average profits of other capitalists in 
the same country ? Whether the gold and silver 
which these capitalists import are not sent by them 
to the mint to be coined for their own benefit, or 
exchanged for gold and silver previously coined 1 
Whether the money thus obtained, after deduct- 
ing what may be payable as rent, is not divided 
into two portions, one of which is retained by the 
capitalists as profit, and the other given to their 
labourers, as wages? Whether their labourers 
are likely to receive either more or less than any 
other labourers in the same country, undergoing 
equal toils? Whether therefore the wages ob- 
tained by the labourers, in return for whose labour^ 
the precious metals are imported, do not regulate 
the wages of all other labourers in the same 
.country? And whether the price, or, in other 
words, the value in gold and silver of all those 
commodities which are not the subjects of a mo- 
nopoly, does not depend, in a country not possess- 
ing mines, on the gold and silver which can be 
obtained by exporting the result of a given quan- 
tity of labour^ the current rate of profit, and, in 
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each individual case^ the amount of the wages 
which have been paid, and the time for which 
they have been advanced? 

In fact the portablenesui pf the predous metals 
and the universality of the demand for them ren- 
der tibe whole commercial world one country, in 
which bullion is the money and the inhabitants of 
each nation form a distinct class of labourers. We 
know that in the small market of every district the 
remuneration paid to the producer is in proportion 
to the value produced. And consequently that if 
one man oin by superior dUigga^ or superior 

skill, or by the assistance of a larger capital, or 

by defemng for a longer time his remuneration ^ 

or by any advantage natural or acquired, occasion 

a more valuable product, he will recdve a higher 

reward. It is thus that a lawyer is better 

paid than a watchmaker, a watchmak^ than a 

weaver, a first-rate than an ordinary workman. 

( And for the same reason in the general market of 

< |the world an Englishman is better paid than a 

* ^ ' Frenchman, a Frenchman than a Pole, and a Pole 

j than a Hindoo. 

^It has been shewn in the former Lecture^, that 
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in the raining countries all prices ultimately / 
depend on the cost of producing the precious v/ 
metals ; that though the remuneration paid to the 
miner is not identical with that received by other 
producers, yet that it aflFords the scale by which 
the remuneration of all other producers is calcu-^ 
lated. When once experience has ascertained the 
comparative advantages and disadvantages of dif- 
ferent occupations, they will continue to bear, as to 
wages, the same proportion to one another. A 
fall in the cost of producing silver must raise the 
wages of the miner. If those of the agriculturist 
were not to rise in proportion, the miner's wages 
would be more than in proportion to his sacrifices, 
and they would be reduced by the consequent 
competition. And on the other hand, mining 
would be abandoned^ if, when the cost of pro- 
ducing silver was increased the wages in other 
employments could be stationary. The mine 
worked by England is the general market of the 
world : the miners are those who produce those 
commodities by the exportation of which the pre* 
cious metals are obtained, and the timount of the 
precious metals^ which by a given exertion of 
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labour, and advance of capital, they can obtain, 
must afford the scale by which the remuneration 
of all other producers is calculated. / 

If this reasoning be correct, and I have in vain 
sought for a flaw in it, many important conse- 
quences must be admitted. 

In the first place it follows that the amount of 
the income in money of each individual depends 
'on the prosperity of our foreign commerce. If the 
worst land that can be profitably cultivated in 
England will produce per acre, at an average, 
two quarters of com a-yeai-, after deducting what 
must be reserved for seed, the proprietor of an 
estate of one hundred acres, producing at an 
average, after the deduction of seed, four quarters 
of corn per acre, is entitled to two hundred quarters 
as his rent. The value in money of [thosie two 
hundred quarters must be the same as that of the 
two hundred quarters which the farmer retains 
and divides between himself and his labourers. 
The value of those two hundred quarters must be 
equal to the wages of the labourers after deducting 
the farmer's profit for having paid those wages in 
advance. And those wages, though not precisely 
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the same as the wages of the labourers who pro- 
duce commodities for exportation, must bear a 
certain proportion to those wages. If the toils 
undergone by the manufacturer are supposed to 1 
be more severe by one-third than those of thai 
agriculturist, the agricultural labourer will at an' 
average receive just two-thirds of the wages of 
the manufacturer. If the foreign demand for 
English manufactures be such as to occasion the 
manufacturer to receive 15^. or about three ounces 
of silver a week, the agriculturist will receive 10*. 
or about two ounces of silver a week. We will 
suppose that the farmer in question employs ten 
labourers, whose wages are advanced for a year 
before the produce is sold, and that the average 
rate of profit is one-tenth, or about eleven per 
cent, per annum. When wages are 10*. a week, 
or 26/. a year per labourer, the wages of ten - ^l 

labourers amount to 260/. a year ; making, with ^ / 

the addition of one-tenth for profits 286/., which v^ ^ 
must be the average price of the two hundred 
quarters annually retained by the farmer to pay 
his profit and his labourers' wages. And as the 
landlord's two hundred quarters sell for the same 
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price^ his rent must also be 286/. a year. But if 
any improvement in the skill by which English 
labour is assisted should so raise the value in the 
foreign market of Engl h manufactures as to raise 
the wages of manufacturers' from 16^. to 30^. 
a week^ the same effect would be produced as if^ in 
a tnining country, the cost of producing silver 
were diminished by one-half. Though the labour 
of the agricultural labourer would not become 
more productive than before, yet fds wages would 
also be doubled, or the former proportion founded 
on the experience of the comparative disadvan^ 
tages of each occupation would not be preserved. 
The wages of the labourers employed in raising 
the two hundred quarters of com retained by the 
farmer and his labourers would rise from 260/. to 
520/. a year : the profit on the advance of those 
wages for a year must rise from 26/. to 52/., the 
price of the two hundred quarters would be 572/. 
instead of 286/. ; and the price of the landlord's 
two hundred quarters would of course also rise 
from 286/. to 572/. 

In the purchase of English labour and of those 
English commodities in which no improvement 
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had taken place, the English landlord would find 
his income unaltered, however raised in nominal 
amount. But his power of purchasing those 
English commodities, thd^^roduction of which had 
been facilitated, would be increased in proportion 
to that improvement. In the purchase of foreign 
labour and foreign commodities, his income would 
be doubled. He would be able to purchase 
statues, pictures, and wines, which the proprietor 
of an equal extent of equally fertile land in the 
countries producing those commodities could not 
aspire to. He would be able to travel as a Milor 
Angjais, and drive the French and Italian aris- 
tocracy from the first floor to the garret, or the 
entresol. Little imagining that the greater part 
of the value of what he called his patrimony was, 
in fact, the creation of the chimneys and jennies of 
his neighbour, the manufacturer. 
Y Such, in fact, were the events which actually 
occurred in this country during the latter part of 
the eighteenth and the beginning of the nineteenth 
century. The inventions of Arkwright and Watt, 
by making English labour ten times, or more than 
ten times as efficient in the production of expert- 
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able commodities, doubled, or more than doubled 
its value in the foreign market, and reduced to 
one-half, or less than one-half^ the cost in England 
of obtaining the precious metals. It is true that 
clinging to the restrictions and prohibitions of our 
commercial code, we have, as yet, refused the 
greater part of the advantages which Providence 
seemed to press on our acceptance ; but cramped 
as they are, and always have been, by our per- 
verse legislation, the skill of our manufacturers 
has, during the last sixty years, more than 

^ doubled the rent of land and the income of every 

s^class of producers. 

It would be a painful task to trace the steps by 
which the increasing embarrassments of commerce, 
occasioned partly by our own adherence to the 
barbarous policy called protection, and partly by 
the retaliatory follies of other countries, by dimi- 
nishing the market for English labour, are now 
gradually lowering its price, increasing the cosf of 
obtaining the precious metals, and reducing the 
income of every producer, while the public bur- 

, thens, nominally the same, are, for that very 
reason, really in a state of constant increase. 
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It is a lamentable proof of the public ignorance 
on these subjects, that the general: fall of prices, 
or in other words, the increasirtg difficulty of ob- 
taining the precious metals, of which every one is ^ 
sensible, should, by almost every one, be attributed 
to some cause of almost ridiculous inadequacy. It 
has been attributed to our return to a metallic 
currency, as if the subtraction of twenty millions 
of sovereigns, or less than four hundred thousand 
pounds troy of gold, from the ten millions of 
pounds troy of gold bullion, coin, and plate sup* 
posed to be in use throughout the world, that is 
to say, the removal of one-twenty-fifth part, could 
sensibly affect the value of gold. It has been ^ 
attributed even to the substitution of gold and 
silver for the three or four millions of one pound 
notes lately called in, as if the value of the two 
thousand millions sterling of gold and silver bul- 
lion, coin, and plate, supposed to be in use 
throughout the world, could be materially affected 
by the subtraction of less than one-five-hundredth 
part of it. It has been attributed to over produc- $y;^ 
tion. We have been told that our agriculturists 
and manufacturers all produce too much ; as if it 
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were possible that every body could have too 
much of everything ; as if there were a single 
family that would not like to spend 1000/. a year. 
It has been attributed, which is nearly the same 
explanation, to the increased use of machinery, as 
if it were possible that general embarrassment 
could be the result of the improved eflBciency of 
labour ; as if all men would be impoverished if 
their force and their skill were doubled. It has 
been attributed even to free irade, as if anything 
approaching to free trade had ever been conceded ; 
as if free trade were not specifically the cure of the 
evil of which it is represented as the cause ; as if 
the allowing every man to ex^ his industry in 
the mode which he finds, from Wpferience, to be 
most productive would diminish its value ; as if 
we could increase the incomes of the inhabitants 
of Manchester, by forcing them to turn their 
bleaching grounds into corn fields, or those of the 
neighbouring farmers, by forcing thejpa^ to weave 
their own shirts. ^ 

We are often told of the artificial state of the 
country. The vagueness of that expression afR)rds . 
a never-failing refuge to those who are pressed by 
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reasonings which they want sense to comprehend 
or candour to admit. In one sense indeed we are 
in an artificial state. We have succeeded in rais- 
ing to an extraordinary height the value of our 
industry. We obtain the precious metals at much 
less than their average cost throughout the world, 
or even in the most civilized parts of it. This is 
not only the consequence of a great advantage, of 
the superior productiveness of our industry, but 
the cause of many other advantages. It enables 
us to obtain the products of other countries so far 
as our legislature allows us to receive them, so 
&r as they are not prohibited on account of their 
cheapness, not merely at the expense of less labour 
than it would cost to produce them, but often at 
the expense of less labour than they cost in the 
producing countries. While one Englishman can 
produce calico worth one hundred and fifty ounces / 
of silver in the same time within which five Poles 
can produce corn worth only one hundred and/ 
forty ounces, it must be advantageous to Poland/ 
to ^ve for the calico produced by one Englishman^ 
the com produced by five Poles. 

It is probable that if public attention had been 
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earlier drawn to these circumstances, if we had 
sooner and more anxiously inquired into the 
causes which have enabled us to obtain the pre- 
cious metals so much more easily than our neigh- 
bours, our national conduct might have been 
materially altered. We should have found that 
these causes are not resolvable into any peculiar 
, local advantages, but principally into our compa- 
ratively greater and more skilful use of machinery %/ 
and our better division of labour : and we should 
have felt that the progressive improvement of our . 
rivals must quickly destroy our superiority if we 
remain stationary, and diminish it if our advance 
be less rapid, and that our progress can be main- 
tained or accelerated only by allowing our in- 
dustry to flow with perfect liberty into the chan- 
nels in which it is found to be most productive. 

Unhappily these inquiries were not made. We " 
appear to have considered the comparative cheap- 
ness of the precious metals a permanent gift of 
nature, as little susceptible of diminution or in- 
crease as the warmth of our climate. With more 
than the rashness of a merchant who in his pros- 
perity should allow his expenses to equal his 



Digitized by 



Google 



OBTAINING MONEY. 25 

profits, we have subjected ourselves to the obli- 
gation of perpetual money payments, which we 
can support only while we continue not merely to 
outstrip, but to distance the rest of Europe. By 
encumbering commerce with every sort of vexa- 
tious restraint^ we have done our best to force our 
own industry into the channels which are least 
beneficial, and to force the industry of other na- 
tions into those in which their concurrence is most 
dangerous. By act of Parliament we have con- 
verted our customers into our rivals, and then 
complain of their competition. 

Many economists have maintained that no coun- 
try can be injured by the improvement of her 
neighbours. If the continent, they say, should be 
able to manufacture cottons with half the labour 
which they now cost in England^ the consequence 
would be, that we should be able to import our 
supply of cottons from Germany or France at a 
less expense than it costs us to manufacture them, 
and might employ a portion of our industry now 
devoted to the manufacture of cottons, in procur- 
ing an additional supply of some other commodi- 
ties. These opinions have such an appearance of 
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liberality, that I am sorry to dissent from them. 
But it must be remembered that England and the 
continent are competitors in the general market 
of the world. Such an alteration would diminish 
the cost of obtaining the precious metals on the 
continent^ and increase it in England. The value 
of continental labour would rise, and the value of 
English labour would sink. They would ask more 
money for all those commodities, in the prodoc- 
tion of which no improvement had taken place^ and 
we should have less to oflFer for them. We might 
find it easier to obtain cottons, but we should find 
^ it more difficult to import everything else*. 

The last remark which occurs to me as con- 
nected with the present subject, is one which I 
somewhat anticipated in my first course t/ namely, 
the absurdity of the opinion that the genemlly high 
rate of wages in England unfits us for competition 
with foreign producers. It is obvious that our 
power of competing with foreigners dependis on 
the efficiency of our labour, and it has appeared 

* This reasoning bears materially on the question as to the ex- 
portation of machinery. 
t See Lectures on the Mercantile Theory of Wealth, p. 1%, 
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that a high rate of wages is a necessary conse- 
quence of that efficiency. It b true, indeed, that 
if we choose to misemploy a portion of our ^^ 

labourers we must pay them, not according to 
the value of what they do produce, but according L^ 

to the value of what they might produce if their 
labour were properly directed. If I call in a sur- 
geon to cut my hair, I must pay him as a sur- 
geon. So if I employ, in throwing silk, a man 
who could earn three ounces of silver a week by 
spinning cotton, I must pay him three ounces of 
silver a week though he cannot throw more silk 
than could be thrown in the same time by au 
Italian whose wages are only an ounce and a half. 
And it is true, also, that I can be supported in 
such a waste by nothing but an artificial mono* 
poly, or, in other words, that I shall be under-sold ^ 
by the Italian in every market from which I can- 

4 

not exclude him by violence. But do these cir^ 
cumstances justify me in resorting to that violence ? 
Do they justify me in imploring the legislature to 
direct that violence against my fellow-subjects ? 
If that violence is relaxed, but not discontinued, 
have I, or has the consumer^ the more right to 
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complain ? If my estate were water-meadow, I 
should lose if I were to endeavour to convert it 
into corn-fields. But surely that is no subject of 
complaint j surely it is no reason for prohibiting 
my neighbours from purchasing com in any ad- 
joining parish. To complain of our high wages is 
' to complain that our labour i& productive-pto 
I complain that our workpeople are diligent and 
\ skilful. To act on such complaints is as wise as 
to enact that all men should labour with only one 
hand, or stand idle four days in every week. 

Nature seems to have intended that mutual 
dependence should unite all the inhabitants of the 
earth into one great commercial family. For this 
purpose she has infinitely diversified her own 
products in every climate^ and in almost every 
extensive district. For this purpose, also, she 
seems to have varied so extensively the wants 
and the productive powers of the different races 
of men. The great superiority of modern over 
ancient wealth depends in a great measure on the 
greater use we make of these varieties. We an- 
nually import into this countiy about thirty million 
pounds of tea. The whole aanual labour required 
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to purchase and import this quantity does not ex- 
ceed, probably does not equal, that of fifty thou- 
sand Englishmen^ With our horticultural skill, 
and our coal mines, and at the expense, of about 
three guineas a pound ; that is to say, by em- 
ploying more than one million two hundred thou- 
sand men instead of less than fifty thousand, we 
might produce our own tea, and enjoy the pride of 
being independent of China. But one million two 
hundred thousand is about the number of all the 
men engaged in agricultural labour throughout 
England. A single trade, and that not an exten- 
sive one, supplies as much tea, and that probably / 
of a better quality, as would be obtained if it were 
possible to devote every farm and every garden » 
to its domestic production. 

The greater part of the advantage of rather im- 
porting than growing and manufacturing tea 
arises, without doubt, from the difierence between 
the climates of China and England. But a great 
part also arises from the different values of labour 
in the two countries. Not only the cultivation of 
the tea-plant, but the preparation of its leaves, 
requires great labour. The wages of labour are 
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SO low in China, that these tedious processes add 
little to the cost of the tea. In England the ex- 
pense would be irttolerable. When a nation in 
which the powers of production, and consequently 
the wages of labour^ are high, employs its own 
members in performing duties which could be as 
effectually performed by the less valuable labour of 
less civilized nations, it is guilty of the same folly 
\ as a farmer who should plough with a race^horse. 

It has been a general remark of political econo- 
mists, that the home trade of every country is more 
extensive and more important than its foreign trade. 

As applied to nations of considerably extent, 
and at the present time, this is probably true. 
But as a general proposition, as indicating the 
state of things, such as it may be expected to be 
in the absence of peculiar disturbing causes, I am 
satisfied that it is false. In China, a country com- 
prising probably one-fifth of mankind, and sepa- 
rated from the rest of the civilized world by vast 
deserts, or ten thousand miles of sea, the internal 
trade is necessarily the principal one. It must 
also be the principal trade in those countries, 
which, though of moderate extent, and favourably 
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situated for foreign commerce, perversely refuse 
her advantages; or^ like Spain, submit to them 
only when inflicted by the smuggler. The home 
trade is also, at this instant, the principal trade of 
Great Britain ; but whether necessarily, or na* ' 
turally so, may be doubted. 

As the British islands make but a small portion 
of the globe, and that portion is remarkably uni^ 
form in soil, climate, and produce, it might have 
been supposed that the market of the whole 
world would have been more extensive and more 
varied, than that of England, Ireland, and Scot* 
land# The communication between the eastern 
and southern coasts of Gi^at Britain, and the 
western wast of Europe, and that between the 
western coasts of England, Ireland, and Scotland, 
and the eastern coast of North America, is more 
easy than that between most of our counties which 
are not absolutely contiguous. The freight of a 
cask of wine from Oporto to London is rather 
less than the cost of its carriage from London to ' 
Oxford. It might have been supposed that the 
whole of our trade with those regions, so vast, so 
accessible, itnd so varied, producing so much that 
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we want, and wanting so much that we produce, 
would be at least equal to the whole trade of our 
different provinces with one another. That it is not 
so, is to be attributed to war and mischievous le- 
gislation ; or, in other words, to crime and to folly. 
From the conquest to the present time, have our 
legislators laboured to repel the advantages which 
our situation and our habits have almost forced 
upon us. In the earlier periods of our history, 
when our want was of manufactures, parUament 
accumulated restriction on restriction, and penalty 
on penalty, untU they had at length prohibited 
the importation of almost every wrought artide 
then in ordinary use. And tbat exportation, or 
at least one sort of exportation, might not be de- 
stroyed by the absence of importation, they taxed 
the whole community to raise annually sjams 
which, even now, would be called large, to p^y a 
bounty to exporters of corn ; or, in other words, 
to pay, on the behalf of the foreign purchaser, a 
part of the price which he was prohibited from 
paying in the mode most advantageous to us and 
to himself. A conduct, of which the curious 
absurdity could be paralleled only by that of a 
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nation which should, at the same time, prohibit 
the importation of subsistence, and endeavour 
to raise funds to aid the ehiigratibn of its inha- 
bitants. 

After centurfes of legislation and poverty, the 
reformation, the revolution, and the inventions of a 
few gifted individuals, raised us almost suddenly 
to be the greatest manufacturers in the world ; 
and, with our increasing population and pros* 
perity, the price of corn rose until our former 
situation was reversed : we became exporters 
of manufactures, and importers of raw produce. 
With perverse ingenuity, measures were adopted 
to meet this alteration in our circumstances. 
Because it became profitable to import corn, 
its importation was prohibited ; because we • 
were supposed not to be in want of manufactures, 
their importation was allowed. It is of great 
importance, as a part of the history of human folly, 
to mark that these are the grounds on which the 
public is generally called upon to approve of the 
commercial legislation of the last fifteen years. 
The ground on which the present limited admis- 
sion of French silks (to take a single instance) is 
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generally defended^ is^ that our silk manufeioturers 
can undersell or at least compete with the foreign 
producers. Those who oppose Mr« Hue^isson's 
measures always expatiate on the quantity that 
"we import^ and the low price at which it may be 
obtained: those who defend them mainiaiii that 
the quantity imported is triflings and cannot be 
obtained at a less price than it could be produced 
at home* In other words^ the measure is defended 
Bs useless^ and opposed as beneficial With simi** 
lar pervCTsity, those who defend the com taws try 
to shew that wheat may be obtained from abroad 
at 30^. a quarter^ while those who oppose those 
laws endeavour to prove that it could not be im« 
ported at less thari Co^J!! ^ 

It is not enough to say that our barbarous 
policy deprives us rf many of the advantages 
oflFered to us by nature; in many oases it turns 
her bounties into positive evils. TTiere are 
scarcely any articles of raw, or slightly manu^ 
factured produce, of which the price in Eng- 
land does not exceed the average price throughout 
Europe, except those articles which our soil and 
our climate do not enable us to produce at home«. 
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If coflee or sugar were of English growth, we 
should soon have coffee laws and sugar laws, and 
must submit to hear them defended on the ground 
that the low taxation and superior fertility of other 
countries make it necessary to protect the domestic 
producer against foreign competition. This seems 
to be tiie circumstance which makes the public sub« 
mit so quietly to the apparently strange law which 
prohibits the growth of tobacco in the British 
islands. It seems felt that our only chance of 
ot^ining that commodity on fair terms is abso- 
lutely to prohibit the owners of our own soil from , 
having anything to do with it. That, under these 
drcumstances^ our home trade far exceeds our 
foreign trade is true ; but it is true only in con- 
sequence of laws introduced and perpetuated by 
tiie prejudices of some, the avowed and arrogant 
selfishness of others, and the ignorant sujineness 
of almost all. Is habitus animorumfuit, ut pessi- 
mum f acinus auderent pauci^ plures vellent/omnes 
pater entur. 
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LECTURE 11. 



ON SOME EFFECTS OF PAPER MONEY. 



In the Ifist lectun?, I conaidered the ^ect* pro- 
duced on the. value of money in any country by 
the skill and diligence, with which the l^howrof 
that country is applied. These effects are gra- 
dual and permanent. In this and the following 
lecture, I shall consider some of the effects pro- 
duced on the value of pioney in any conijtry by 
the use or disuse of the substitutes iw njoney- 
These effects are sadden but transitory. . 

If a country should suddenly adopt, to a con- 
siderable extent, any substitute for money ; if, for 
instance, England, having previously prohibited 
the issue of notes for s^nall sums payable to 
bearer, should suddenly legalise them, and notes 
equal in value to one-third of the former metallic 
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currency, which we will suppose to have been of 
the value of forty-five millions sterling, should be 
issued, either the issuers must, at the same time 
that they issue their notes, export the money re- 
ceived in exchange for them, or both the notes 
and 'money must circulate together. If the first 
mode were adopted, ifc is . obvious that the real 
exchange must be against England, in almost 
every quarter, until the export of money had 
ceased. We should for a time be in the situa* 
tionf of a mining country, and as neither the pro- 
ductiveness bf our labour nor the amount of our 
cuh-ency would be altefred, the consequences would 
be that soitie fot'eign comniodities would be more 
abundant during the continuance of the increased 
importation, — that our capital would be increased 
by that portion of them which would be repro- 
ductively employed, — and that we should be able 
to turn to other purposes some of the labour and 
capital formerly employed in supplying the wear 
of fifteen millions of specie — a saving perhaps of 
150,000/. a year. These consequences would be 
beneficial. 
But unfortunately the business would be very 
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difieredtly conducted. The issuers of notes are 
seldom pereona engaged in foreign commerce, 
and they seldom issue them in Immediate ex^ 
change for money. Notes are generally ad-t 
vahced as loans^ repayable^ at the ecu^liest, m two 
or three months^ and often in not less than two or 
three years. In the case which I have put^ the 
coin and the notes would at first probably cir^ 
culate togeth^. All prices would rise, and they 
would rise not merely to the eitent of the excess 
of money, but to the spirit of speculation which 
such an excess would create. While the rise ofl 
prices was going on, all purchases made for the) 
purposes of resale would be advantageous, QreaC 
profits would be obtained, and still greslter ones 
expected, and every man possessed of money or 
credit would be eager only to become a pur- 
chaser» feeling no doubt of his gains as a seller. 
Such circumstances would obviously check our 
exports and increase our imports. It would be- 
come profitable in England to import many things 
which, when foreign and English prices bore their 
former relation, would not bear the expenses of 
trahi^port ; it would no longer suit foreigners to 



Digitized by 



Google 



OF PAPER MaNBY. 39 

import from England many things which were 
importable at our former prices. 

The necessary consequences would be a gene- 
rally unfavourable ejtdifiMage, and an export of 
mcmey. As long as the issue of notes continued 
to exceed the export of mon^y, prices would con- 
tinue to rise^ and the apparent prosperity would 
go on increasing. And> if we could suppose both 
the issuers and the takers of notes utterly ignorant 
or regardless of the consequences of what was 
going on^ the issue might continue until the last 
ptQca of wetaUiQ monejy had been exported. The 
crash would then be instantaneous : as prices 
would then be at their height, so would be the 
pfQfiiti on the exportation of moqey. Those 
holders of notes who were sending money abroad, 
would call on the issuers of notes for payment in 
money ; and there being no money in the country, 
evej-y issuer of notes must stop payment. No 
mor^ note^ could be issued, and the existing ones 
would lose their value. The countiy would be 
without money^ and without the principal substi- 
tute for money, credit. There would, at first, be 
no such thing as price, but ei^changes would be 
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performed by barter; and we iway be-anre that 
the discomfort and. inse^pity, of ^a ;sAate ofuteuiler 
would create an intease ^dmm for.iHDnejr. -The 
holders, of pxportabl^.. goods wouhi beueager tto 
send thpm oft'. The. hi^ejis, of biUa on : hmga 
countries would require their, nenwttaacps to be 
made in mopey* Iipportajion !v*pidd o^^ qgww 
be siji^penjieid^,ap4 tJ|^^^h^>g^^o*»ld beiiwour 
favour with all the \?Drfd,, .. Money wiwhinmmd 
in fropi all.quart^fs^^thougli^ fcff sev^^al Mreasow, 
less rapidly than it wept qut^ . . i ;. »t .. 

In the ^r$t plfljqq^ the <jpnipetitio« of ow?^ text 
porting n^erchant$ would sink the prioes^\or our 
commodities:abroad; aj2d secondly, the waste and 
misapplication of capital, during the previous {)e*» 
riod of prosperity, artd speculation, the diflicuHiyoof 
obtaining supplies of foreign materials froto abroad 
during our subspquent adversity, and ^bei^tBruup- 
tion of that division, of labour, which is^JMndod on 
a general system of credit> would probably jnuoh 
dinaini^h tl^e, productiveness of our lidboq^t 

The la&t circunistancei» by diminisbitig the Value 
of English . labour iq the g^oeral market of >the 
worlds would keep down, wbiie ji tlasted^ all our 



Digitized by 



Google 



OF PAPER MONEY* 41 

money prices; and it may be supposed^ there- 
fore, that tbe same amount of money as circulated 
before the issue of the notes took place would 
not now be necessary. But^ during the absence 
of credit^ money would be the only substitute for 
barter; Tb^' eocchanges in which it would be 
necessary would be far. more numerous^ and its 
circulation for less^ rapid. If forty-five millions 
sterling were necessary before, it is probable, 
that^ after such h panic as must have been 
created by the events which I have supposed, 
ninetyTOillionfi would not be enough even to keep 
up' prices at tbree-fourths of their fbnner amount. 
It is imposisible, however, that such a state of 
thingS'Shouk) occur, — 'that a whole country should 
at once feid* itself drained of all its mbney, unless 
the imprudence of individuals were heightened by 
the still' greater imprudence of government In 
the first pkce, no banaker issues notes without 
making some reserve of metallic money to meet 
them. Even tf th& shoc^ were unforesieen, and the 
discredit of all the notes simultaneous, there would 
be some money in the countiy to meet it And 
in the second place, the shock could not be unfore-r 
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seen> nor &e discredit universal or stnaiiltcmeowi 
The credit, tiae prudenm^ smd the wealth of the 
issuers of notes must be of every diflferent degree; 
In such a cQuhtry as Englaiid^ there Are some 
bankers whom no individual would trust with 
five hundred pounds^ and who might be ro^KK^ 
to insolvency by an unexpected demand for one 
thousand pounds^ and others^ who at a^d^y*a nc^ioe 
Qould draw hundreds of thousands frovn their awn 
resotirces> and obtain miUions from th^ ooni 
nexions. There are some who mov# in tihe 
track which eicperienee has shewn to be mSs, 
with the impassive regularity of medmnism ; aod 
ic^rs, who^ when extrac^inary gain i^ suggested 
fx> tibmq, seem not only willing to enoouiiter 
chances, but to be deprived of ih» powir <^.mlH 
Qulating them* 

; It is impossible that the rise of pricey and ex* 
tension of speculation, which I have isupposed^ 
GOttld ccmtinue long, before anGKlent or impru-f 
dence should expose some establishments .to a 
demand for moi^y, wfaioh they would be unable 
io ieinswer; a general feeling of distmrt woidd 
follow, and would cause a ainuiltapeous demand 
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of money fijr notes, or, to use a word which the 
unhappy experience of the year 1826 has ren- 
dered familiar, a ^^ run,** upon all those esta- 
blishments whose character for richei^ did not 
place their solvency above suspicion ; at first, 
indeed, an indiscrimmatft ran upon all. Tlie fir^ 
effect of this would be to bring out the resterves 
of money: the Isecond would be the faflure of 
mai^ estabfishments, and the discredit of their 
notes; but many would probaWy stand it, and 
suffer soaifcdiy a momentary interruption of tlmr 
credit and circulation. Prices certainly would 
&dl, the exchange would turn in our ikvour, 
money would come in, thousands would be ruined 
irretrievably, and years might be necessary im 
rectorB the oountry to it6 former state of sitdid 
prosperity ; but all th0se effects wMld beipiwdaMd 
in a lower degree than in the ^reme iaslmcf 
with which I set out. 

It will b^ observed, that I have allowed nothin|^ 
for the gcmeral fall in the value of the precious 
meMs throughout the worid, whidfi might be ex* 
pected to arise from the additional supply afforded 
by the disuse of metallic money in a single com^ 
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try, Someeflfect o£ this kind wouki be prodaced^ 
but it would be. BO slight, that it raay safi^y be 
disregarded. 

The whole amount of the precious metals 
throughout the worid^ in buUioa^coiD, and plate, 
has been supposed to be of ^ value of about 
two thousand millions sterlings The whole me- 
tallic currency of Great Britain and Ireland is 
not supposed to exceed thirty miHions; it is 
subject to much var]ation» but I believe it to 
be usually less* Evot if we were to eatport our 
last sovereigiii» and ow last ahilling^ how trifling 
would be thoi effect in the general market of 
the wo^ldy of an addition of thirty millions to 
two thousand ! 

The power of individuals^ therefore^ to affect 
the currency of a country is litoited•^^^that of a 
government is not so. i ^ 

Suppose that, at the commencement of the 
panic imbued in my last instances^ governn^nt 
had taken one banking compaay under its 
protection — h»d forbidden it to pay its notes 
in coin or in any other equivalentTt^had per- 
mitted it to issue, and continue to issue^ fresh 
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notes to any ainouat*~had directed: that its notes 
shcmid be wceired in all payments to govern- 
ment^ and in private transactions, as of: eqpal 
value with tiie' moiey which ttiey professed to 
praise to pay, and had probated 4he exchange 
of coin^ gicM and silver^ for more than an equal 
nominal amoont in noiesj*—^ . :, 

It woddJbe in Ae power <]ff the banking com- 
pany in question^ foylencUng io the dlifereot iianks 
of ifae cattnlry a suflficiewtTtmniberi of 'its own 
notesv notes which would coirt merely the expeini^ 
of Dhiaikir^and stamping paper^ to neii^ve the dif- 
ficulties of those which were tottering-^to fill the 
void'of thosowUch had MU^, and to enafele all 
those which had still a reserve of metaltb money 
to'itoaket use of itj keeping the notes of the fa- 
voured^ hank iuite room. And it wotdd also be 
in its power, by still further increasing its issives^ 
either by imy of loan, or by ditidlng them as 
profits between ite own partners, to keep up the 
high prices^ a>id the un&vdumble techange^ ufltil 
the last piece of coined gbld or silvfer had quitted 
the kingdom. 

It would be in its power^ by still fiirthter increase 
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ing Us tssue, to raise prices as estimated in it» 
paper to okiy soale it thought fit it would Also 
be in its power, by diminishing its nsoes, to mk 
them to any point not lower than the metellio 
prices of foreign countries. U oould not mk 
bread to a &rtbii^ a quartern loaf^ but it would 
be able to raise it to a hundred pcmndt. 
' The real par c^ exolmnge between England and 
fordign oeuntries would be at an end. EngMsh 
paper mone^, having neither intrinslo utility tim* 
ascertainafate limitation of supply* would be iiica* 
pable of <f»port It stilly however, most be used 
as a medium of exohange^ and as an expression 
of value even in international transactions. Hie 
Frencfe exporter of wine to England must, in tiie 
first instancy sell his wine fior a certain qutuitity 
of English notes of a given denomination.. Th^se 
notes, as he could not export them, temust again 
exchange for some other commodity in Eng* 
land ; and his profit^ or loss» would depend on tbs ' 
comparative valuei in France of that commodity,^ 
aiid of his wine> aftei" deductiiig the expenses of 
carriage* We have already seen Ihat no oom* 
modities are so p^rmaifent in their value^ so uni- 
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j form in fteirtjuafityj^^r^jojeas]^^ 
1 gold and silyen i The qiiaiitity of gold or silver 
\ whiok ^f cddd purohafie woiidd nnqiuestbnably 
. I be the standard by whkh he woaU estimate the ^ 
' value of the English notes wfaicdi ho received for 
his wine* This gold and silver wduld of course 
be in aii u&oiuned state^ or^ in oommerdal lan-^ 
guage^ bullion^ If five French Napoleons and 
four finglish 8overe%n% wiule Englbfa sovereign! 
eusted^ had emh contained die same quantity^ 
say an ottnce> of gold buUicm, the real par of ex^ 
diange between England and France would of 
coitttse have been five Napi^ons for four sove^^ 
reigns. If four English notes^ profirasing to pro*^ 
raise to^ pay four soverdlgns» Would purchase in 
England ;oiily half fan ounce of gold buUbn, the 
nominal esdhange would be fifty per centj against 
England^ or^ in either words> a bill in France on 
England for eight hundred sovereigns^ whid), if 
payable in coin^ would have sold in France k^ 
tme thousand Napoleons/ would sell for only five 
hundred* And a bill in England: on Franc^i 
which would have, sold for fottr hundred coined 
sovereign^ would sell for ei^^ht hundred. pounds 
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payable in notes. And suppk)8iDg the transac-* 
tions between England and France equal in 
amount^ they wOiitd be adjusted' by the exchange 
of bills at this rate of exbhange. ' ' 

If, however, the exports ' from Ebgland to 
France should exceed the value of the imports-^ 
if, for instance, the Frendi had to pay us five thou- 
sand Napoleons, and we had to pay them notes 
to the nominal value of four thousand ' sovereigns, 
bills for two thousand five hundred Napoleons 
would be capable of discharging the whole Eng- 
lish debt. In that case, the remaining two thou- 
sand five hundred must be sent from France in 
gdd ; and as all the English creditors would be 
anxious to avoid the expense of transporting the 
gold, they would be willing to purchase Fitench 
bills on England, which would entitle thetti to 
obtain payment from their own countrymeii, at 
the rate of something more than eight Sovereigns 
for five Napoleons. Instead of being fifty percent, 
against England, the nominal exchange might 
therefore, for a time, be only forty-eight or forty- 
nine per cent, against England. 

And, by reversing the facts, we may suppose 
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it fifty-one or fi|ly-two ; ^fl^.bping always the cen- 
tral point to, whjiifh it lypujcj.. tend,; wlulp th^ quan- 
tity pf bu}li§n^ copteined in aJ^pleofl, and that 
purchasable with an Epgiish qote^ for a, ^OYe^f^n, 
continued t^ b^ar; the ^saijap proportion to one 
another. . ; 

It ina^^.hQweyer^ jbe supposed that we should 
have ag Jjwjli^n^ ^ ^Wl^^ tjip exportation of our 
coin was. gqjing' on^ ym pjBilainly diquld have none, 
as it pp^li^qt b^ oi^* interest at the same time to 
imppijt bplli^pn and export coil). Bpt before our 
export of coin began, we must have been in 
the habit, pf importing from the mining countries 
a certain quantity of bullioni to swpply the wear 
of coin J^nd jpl^te* After our export of coin had 
cease^ we^cpqld have no difficulty in renewing 
that ipt^rpourse* Tlie bullion trade, as it is essen- 
tially a, t^t^iite of barter, would probably be the least 
disturbed of all our foreign commercial relations. 
There would still be the same demand for English 
commodities in the mining countries, and the same 
supply of gold and silver offered in exchange for 
them. To a very slight degree indeed, we should 
probably obtam bullion on better terms than be- 
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fore. First, because we should want rather less of 
it^ our annual wear of com being at an end, and 
our import of bullion confined to the supply of 
plate and the small stock necessary to meet sud* 
den alterations in our real exchange with (^er 
countries ; and secondly, because our export oi 
coin would have had, as I observed before, a very 
slight tendency to increase the supply ci bullion in 
the rest of the world. The real price^ the sum of 
the produce of English industry, which we should 
pay for a given quantity of bullion, would be 
governed by the same causes as before* It would 
still depend on the cost of producing, in the mining 
countries, the whole quantity of bullion whidh they 
exported, the amount of that quantity, and the 
portion of it which they would be willing to give 
in exchange for the results of a giv^ mm of 
English industry. And as none of these circum- 
stances would be altered, or, if altered, altered 
sUghtly in our favour, there is no reason why our 
supply of bullion should be more difficult, or its 
value less steady than before. 

It would appear, however, more unsteady, be- 
cause real variations in the value of the precious 
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metals^ whidi are riot ea^ly ascertained when they 
are employed in the form of money> would now 
be detected* As the mint in this country retumd 
an equal wcigtt of coin for gold> when we say that 
the mmt price of gold is 3/. 17*. lOJ^d!. an ounce, 
we merely express that 3 lbs. of gold of a 
given fineness are coined into eighty-nine pieced 
called guineas, and that 40 lbs. of gold are 
coined into 1869 pieces called sovereigns. And 
it is obvious that, while gold money is our medium 
of eiitchange, and the melting and exportation of 
money is permitted, the market price of gold bul- 
lion can never be above the mint price ; for no 
man would give more than eighty-nine guineas, 
that is, 3 lbs. of coined gold, for 3 lbs. of gold 
bullion, that is^ 3 lbs. of uncoined gold. And if 
there were a mint in every town, which, on de- 
mand, exchanged coined gold for bullion, the mar^ 
ket price of gold bullion could never be below 
the mint price ; as no man would sell 3 lbs. d*bul* 
lion for less than eighty «nine guineas, when he 
could obtain eighty-nine guineas for it, without 
delay or trouble, at the Minti As, however, we 
have but one mint, and that mint does not givd 
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coin for bullion till after a short delay^ the market 
price is sometimes below the mint price. When 
the delay was six weeks, the difference was some- 
times 4Jd. an ounce, or, in other words, 208 
ounces of bullion might be purchased with a very 
small fraction more than 207 ounces of coin. And 
it is obvious, also, that no increase or diminution 
in the expense of procuring bullion would, in the 
slightest degree, affect its money price, as any 
cause which should raise or depress the value of 
2 lbs. of gold, would equally raise or depress the 
value of the eighty-nine guineas into which it may 
be coined, and which form its money price. 

But when our medium of exchange became 
paper, the market price of bullion, though it could 
not sink below the mint price, might rise to any 
extent above it. I started with the supposition 
that our currency, when notes were first intro- 
duced, amounted to forty-five millions sterling. 
And I will also suppose that at that time 2 lbs. of 
gpld were coined into eighty-nine guineas, or, in 
other words, that the mint price of gold was 3/. 
17*. lOJrf. per ounce. If we suppose the forty- 
five millions sterling of metallic money displaced 
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by an issue of notes of tbe nominal value of ninety 
millions sterling, though the same amount of 
English industry would still obtain from Brazil 
an ounce of gold, yet, as the nominal sum which 
must be paid as wages ?md profits to the persons 
who produce the English commodities in exchange 
for which it is obtained would be doubled, when 
expressed in notes, the price of the gold, in notes, 
would be doubled also, or the persons employed 
in producing commodities for the purpose of im- 
porting gold would not be on a par with the rest 
of the community. Gold bullion, th^efore, would 
rise to 7/. 15^. 9d. an ounce ; and as long as the 
cost of obtaining gold and the amount of our paper 
currency each remained unaltered, the price of 
gold would be steady at 7/. I5s. 9d. If, however, 
the cost of obtaining gold should increase, which, 
of course, might arise from any icause which should 
diminish either the power of the South Americans 
to produce it, or their demand for English com- 
modities, the market price of gold might rise, 
though the amount of our paper currency should 
remain unaltered. We have seen that, with a 
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gold currency, tliis eflfect could not be produced. 
Our inconvertible paper currency would, therefore, 
afford a new test of alterations in the value of gold. 
With a metallic currency, if the cost of ob* 
taining gold should increase five per cent., it pro* 
bably would be long before the fact would be ac- 
knowledged. The fall of price in each particular 
instance would be attributable to some fact con- 
nected with the commodity ilself. Com would 
Ml from three guineas to three pounds a quarter ; 
it would be said that the harvest was better than 
had been supposed. Labour would fall ; that would 
be attributed by most reasoners to the fall in the 
price of com ; and the fall in the price of almost 
all other articles would be attributed (and rightly 
enough) to the fall in the price of labour. At the 
same time, thei*e is no doubt that some of the com- 
modities^ the supply of which depends on the sea- 
sons^ would rise, as no season is equally favourable 
to all. This would help to keep the real fact out 
of sight ; and it could be proved only by a very 
wide induction, and after a considerable period. 
With an inconvertible and stationary paper cur- 
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fency. If other prices remained unaltered, and bul- 
lion ro^e, the fact would at once be attributed to 
its true cause. 

But if an increased cost of obtaining bullion, 
and an increased issue of notes should be con- 
temporaneous> there would probably be consider- 
able difficulty in apportioning the consequent rise 
in the price of bullion between the two causes ; 
and the difficulty of estimating the part to be 
attributed to the increased expense of obtaining 
bullion, would be still greater if instead, or con- 
temporaneously with the issue of notes, there 
should be an increased rapidity in their circula- 
tion, or an increased use of credit, or of balancing 
accounts, or of any other substitute for money. 
When the use of these substitutes increases in a 
country employing a metallic currency, they cause 
a rise of prices, an export of money, and then a 
r^:um of prices to their former level. In a country 
possessing solely an inconvertible paper currency, 
they must operate solely by produdng a rise of 
prices. 

In my hypothesis, I have supposed a substi- 
lution of ninety millions of paper for foriy-five 
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millions of money. In such a case^ t]\^ facts 
would be so glaring, that no one could doubt that 
the profuse issue of paper had occasioned almost 
all the alterations observable in prices. ^\A if 
the issue had been gradual, and thjere b^d never 
been more than sixty millions in notea at on^. tiwe 
in circulation^ if the circulation of thp inconver- 
tible paper had lasted ten or twelve y^firs ; .fuwl 
if^ during that time, variations, n^igbt.feave }>qdxk 
supposed to have occurred from timq tp tjkn^ in.tl^ 
expense of obtaining jfold, in the rapidity pf .Qiy 
circulation, and in the use. of svibsijitvit6s,,,fQr 
money, much dispute would probabjiy asisei.^.to 
the causes of the variations of the nwket, price of 
gold from its mint price, and as to thq re$|pi^y@ 
force of those causes. Some wpuld sa;y,,tbat it 
was not the paper which had fallep, bu]t.i^e^pl4 
which had risen^ or, in other yvords^ t^xat .^h^ 
market price of gold was above its ipint price, 
not because more notes had been issued th^n the 
amount of the metallic money previously in circu^ 
lation, but because the expense of obtaining gold 
had subsequently increased. Others would con- 
sider the rise of prices as principally occasioned 



Digitized by CjOOQ IC 



OF PAPBR MONEY. 57. 

by those improvements in banking and commerce^ 
whidh diminish the use and quickien the circulation 
of money. And others probably would deny the 
existence of either of the above causes, and attri- 
bute the whole diflFerence to the amount of the 
iiSbes of paper. 

And history bears me out in saying that there 
might exist a body who would deny the existence 
of any diflFerence at all, and who would, after 
debate, solemnly resolve ^'that the notes of the 
" Company have hitherto been, and are at this 
^^time, held, in public estimation, to be equivalent 
^* to the legal coin of the realm ;" or, in other 
words, OiBi when eighty-nine guineas would pur- 
chase twenty-four ounces of gold bullion, and 
ninefy^four pounds in notes would not purchase 
twfenty oundes, the notes were more valuable than 
the gumeas ; or, to put it in a diflferent shape, that 
when one hundred sovereigns would purchase one 
hundred and thirty pounds in notes, yet that one 
hundred and one pounds in notes were of more 
value than one hundred sovereigns. ' 

You must all have long been aware that in 
my supposition of a country using a (^prfency con- 
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sisting of inconvertible paper, I have been describ- 
ing England durmg the continnmce of the Bank 
Restriction Act 

Before the meraorabfe year 1797, the Bank of 
England was, what it now is again, a coipws^on 
of great wealth, issuing notes payable in gdkl, 
and protected by no privilege from the neeessity 
o( making that payment on demand. In tb$ be- 
ginning of that year, circumstanoes, which I will 
not now attempt to ex[dain, occasioiied a run 
upon the Bank, to whidi the EHrectors fadlteved 
their reswve of gdd to be inadequate) aad in an 
evil hour for the country, though a fortunate one^ 
for the Bank, they begged the asostance of their 
principal debtor, the Government. Silver mid 
gold Mr. Pitt had not, but he gave them an 
order, restricting the Bank from ps^ing its notes 
in gold ; a restriction which, after some inteiio- 
cutory prolongations, was extended to six montha 
after a general peace, and which, in fact, continued 
in force neitfly a quarter of a century. This re* 
striction reipoved the danger of bankruptcy ; but, 
though it appeared to enable the Bank to issue as 
many of their notes as they pleased without the 
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possibility of being called on for immediate pay* 
ment^ yeft as no one was obliged io take tiiem^ the 
commercial existence of the corpomtion was in 
danger of being de9fttx>yed. The value of bank 
notes was, howeyer^ for some time kept upon a 
par with the gold wbidh they represented^ partly 
from habit^ partly from their being hoikt received 
and tendered in payment by Qovemment, and 
principally from their not being issued in a greater 
amount than was necessary to replace the coin 
which bad been withdrawn. 

Towards the year 1809^ however, circumstances 
occurred which, if our currency had been metallic, 
would have occasioned a less amount f^ it to be 
necessary. The interruption of our commence by 
the general extenaon of tiie war^ and by Napo- 
k^n's decrees^ subsequently aided by our own 
orders in council^ threw great difficulties in the 
way of obtaining the precious metals from other 
quarters. At the sftme time extraordinary impor* 
tations of com, subsidies to foreign powers, and a 
large government consumption abroad, part of 
which was paid for in bills on England, drawn by 
Qur own commissariat, and (or all of which gold 
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was the readiest remittance, kept up a constantly 
increasing demand for bullion. An unfavourable 
exchange, an export of coin, and the increased 
value and efficiency of the portion retained, would 
have been the consequences if our currency had 
been metallic. Being inconvertible paper, tlie 
consequences must have been a rise of the market 
price of bullion over the mint price, and a de- 
pression of the exchange at least in that propor- 
tion, even if the amount of our paper had con- 
tinued unaltered. On the contrary, it was in- 
creased ; and the price of bullion, both causes 
acting upon it in the same direction, continued to 
rise. The exchange fell not only to the amount 
of the difference between paper and gold, but still 
lower, both because the foreign holder of a bill 
on England could never be sure that bullion 
would not rise still higher before he received 
notes for his bill, and because the bills drawn 
on England by government agents abroad were 
thrown on the market without the caution or the 
skill of men acting on their own account. I have 
often wondered that, under such circumstances, 
three years were suffered to elapse before any 
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English creditor endeavoured to enforce payment 
either in gold, or in notes estimated at the gold 
they would purchase* 

At length, however, in June, 1811, Lord King, 
probably with a view to demonstrate by an experi- 
mentum crucis the real value of Bank of England 
notes, gave notice to his tenants that he would no 
longer receive notes at par, but that his rents 
must thenceforth be paid in guineas, or in an equal 
weight of PortugUesie gold coin, or in Bank of 
England notes of a suflScient nominal value, to 
purchase such an equal weight. 

Lord King's attempt at practical reasoning met 
with a practical answer. The 51 Geo. TIL cap. 
127, was passed, which made the buying or sell- 
ing coin at a rate above its nominal value, or the 
giving or rieceiving Bank of England notes at a 
rate below their nominal value, a crime punish- 
able by fine and imprisonment ; and prohibited a 
distress for rent after a tender in Bank of England 
notes of the amount due. Arrest for debt after 
such a tender had before been prohibited. 

The act seems liable to be easily evaded, and 
probably would have been so, if there had been 
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any Budden and -etiorniom depredation of bank 
notes ; if there had beai a mdden issne^ for in- 
stance, sufficient to sink their ndue one^alf. It 
ymA, however, submitted to, mth the exception of 
a petty smuggling traffic, by which fte remaining 
guineas, except a few which were hoarded, were 
gradu^Iy exported* I recollect, however, so late 
as 1814 being oflFered 10,000 guineas for 14,000/. 
in notes^ 

The Directors of the Bank abused their power 
much less than could have been expected. It is 
true they did not diminish <heir issues, when the 
rise in the market price of gold shewed that an 
increased use of the substitutes for money, or an 
increased difficulty in obtmning gold, had made 
them still more excessive. It is true, also^ that 
they did^ after a time, increase then* issues from 
less than twenty-three millions and a half, the 
amount in the beginning of 1811, to S8,979,876/., 
the amount towards the end of 1814 ; but such 
conduct^ injurious as it was^ is a model of sobriety 
. and moderation when compared with that of any 
other individual or community invested with simi- 
lar powers. 
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At length a period arrived when peace had di« 
minisbed^ur forej^n expenditure^ and put an end 
to our subsidies: trade had returned to regular 
chaimeb# and more regular^ but» perhaps, lower 
profits. AU prices had ^en from the conver- 
sion ofunpnoductive into productive consumers ; 
and^ in some main articles, from favourable sea« 
sons^ ^reat commercial losses in Uie prek^ding 
years had diminished speculation and credit^ and 
bank notes were rising to a par^ indeed had 
almost reached a par, with gold. The restriction 
act was gradually r^ealed> the market price sunk 
fomrpence halfpenny per ounce below the mint 
price> and the subse(}uent disorders of our cur- 
rency cannot be charged on the direct interference 
of the legislature. 

The.dl Qeo. III. was paired to prevent bank 
notes frcmi being at an open discount* '^ The 
*^ BMk," said Lord Stanhope who introduced it> 
^^ is one of the bottom planks of the ship of Eng» 
^' land, and woe to us if we permit it to be bored 
*' through." There can, I think, be little doubt 
now, that an <^n discount in bank notes, a re- 
cognised difference between paper and metallic 
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prices^ would have been the best palliative of the 
restriction act. It is not impossible that it might 
have induced the Bank to reduce their issues^ until 
their paper had been at a par with gold. They 
must have been anxious to save their notes from 
avowed depreciation^ and little as they admitted 
that the amount of their notes had any thing to do 
with their value, still they probably would have 
tried the experiment of diminishing that amount^ 
if it were only to shew their opponents the useless- 
ness of such a measure ; and when they found 
the plan succeed, perhaps even bank directors^ 
such as bank directors then were^ might have been 
convinced. If, however, their conduct had re- 
mained unaltered, the public would have had the 
power, and probably the will, to secure to them- 
selves the use of a less variable currracy. Two 
prices would have been established, one in gold, 
the other in notes, diverging or approaching as 
the price of guineas in notes rose or fell. Or 
more probably, all prices would have been, esti- 
mated in guineas, and paid in notes according to 
the discount of the day. The consequences of an 
increased difficulty in obtaining gold, or of an 
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increased use of credit, or of the substitutes for 
gold, would have been, that less gold would have 
been sufiScient. The power of arresting for any 
debt payable in gold would indeed have been 
suspended^ or at least diminished, as the debtor 
would have been able to protect himself by ten- 
dering the amount in bank notes ; but it may be 
questioned whether that would have been any 
public injury : in all other respects we might 
have returned to the state of things before the 
restriction — and we should have escaped the tem- 
porary evils produced by the restriction from 
1811 to 1819, and the permanent ones which 
have survived it. We should have escaped that 
part of the variation of prices during those eight 
years whiek is attributable to the varying issues 
of bank notes ; and permanent contracts would not 
have been entered into, when 1869/. in notes were 
worth only thirty pounds of gold, to be performed 
when they were worth forty pounds. 

I have said that the bank directors exercised 
their power with extraordinary moderation : I can- 
not support this remark by comparing their con- 
duct with that of any other individuals in a pre- 

F 
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cisely similar situatioti^ because I am not aware that 
the power of issuing notes having a farced (»rcala« 
tion^ with a suspended liability of payjtoenty and that 
payment guaranteed only by the issuers, has ^ any 
other instance b^n confided by the government of 
a country to any of its suljgectb. Bui that poit^erhas 
often been assumed by the government iiself, and 
it is with the conduct of govemiherits, therefore, 
that we must compare that of the bank. The lowest 
depreciation of bank notes, or, in other words^ 
the greatest difference between the market and 
the mint price of gold. Was thirty per cent. ; and a 
part of this difference is probably to be attributed^ 
not to the original excess, but to the absence of 
subsequent contraction^ an imprudence on the part 
of the bank^ but a much less glaring one than, 
over issue. 

In the next Lecture we shall see what govern* 
ments have done* 
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LECTURE m*. 



ON SOME EFFECTS OF GOVERNMENT 
PAPER MONEY. 



In the last Lecture I considered the effect on the 
value of metallic money which can be produced 
by paper money, issued by individuals. In the 
present Lecture I shall consider the effects of paper 
money issued by governments. 

My first instance shall be taken from the cele- 
brated Mississippi scheme of Law. 

In the beginning of the year 1716^ the specie 
circulating in France was supposed to amount to 
dbout £40,000,000 sterling, or 800 millions of 

* The Mowing actount of Law*i transactioiis is taken from Sir 
James Steuart, book iv. part 2 ; Macpherson^s Commerce, vol. iii. 
p. 107 ; and Storch, vol. ir. notexvi. 

The accowit of the financial transactions during the French 
revolution is taken from Storch, vol. iv. note xvi., and from voL v. 
of the History of the French Revolution, by M. A. Thiers. 

The statements respecting the Russian, Danish, and Austrian 
paper monies, are also taken from Storch, vol. iv. note xri. 

F 2 
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livres — the mark of silver, which is worth about 
40 English shillings, being (joined into 40 liv,res. 
But for some previous years tha quantity pf silver 
denominated a livre had been gopstantly varying; 
in 1715, the marl^ h^d been coi^ediutQ2^ livres ; 
in 1709 it had b?e^ cpjned into 40.; in 1689 
it had been coined, into 38 ; aud bptween 1689 
and 1709 had beea.,avlii^ to cqn^twt .alter- 
ation. Under these circup)st^ae3 Law established 
a bank at Paris, called the General Bank, issuing 
notes payable on demand in livres of the same 
weight and fineness as those which ware current 
at its institution ; promising, in fact, to pay, not a 
nominal, but an ascertained quantity of silviM-*. 
The security afforded by this promise enabled the 
bank in the course of three years to issue notes to 
the amount of 59 millions of livres ; and if we 
suppose that about 19 millions of livres were con- 
sequently withdrawn from circulation, the notes 
of the bank may be supposed to have raised the 
whole currency of the kingdom to £41,000,000 
^ sterling, or 840 millions of livres. 

* The notes ran thus : " The Company promises to pay the 
bearer at sight livres in coin of the same weight and fine- 
ness with the coin of this day.*' 
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On the first of January, 1719, the Government, 
that is, the Regent in the name of the King, took 
possession of the biank. The first alteration was 
in the form of the liotes ; the words, ** of the same 
weight and fineness" were omitted, and the note 
no longer promised to pay any thing more definite 
than so many'livres; beiii^, in fact, a. promise to 
pay whatever the debtbi- tlioaght fit, as the debtor 
had the power, in fact was in the habit, of increas- 
ing and diminishing' the quantity of silver deno- 
minated a livre according to his notions of expe- 
diency. The next change was in the amount of 
its issues. 

The bank issued notes to the nominal amount 

of millions of livres. 

OiiAFa22,17l9 . - ^51 

June 10, 1719 - . - 50 

July 25, 1719 - - - 240 

September 12, 1719 - - 120 

October 24, 1719 - - - 120 

December 29, 1719 - - 129 

January --^ 1720 '^ - - 21 

Februa^— , 1720 - - 279 

Total issued in eleven montfis - 1 01 millions 

of livres of the nominal value of rather more 

than i^50 millions sterling; of which at least 
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600 millions must have been in circulation at Gne 
time. What part of the previously existing specie 
remained in circulation^ is doubtful. It is clear, 
however, that it could not have been all with- 
drawn^ as no run was ever made upon the bank 
for coin. Its notes^ though they lost the pre^ 
mium which they had borne while the establish^ 
ment continued in Law's hands^ still exchanged 
for coin at par. — I must now turn a little back* 
wards in the stoiy, and state^ that while the bank 
was in the hands of Law and his partners^ they 
received from the government the exclusive privi- 
lege of trading to the West Indies and the French 
possessions on the continent of America, (whence 
the name of the Mississippi scheme has ever 
since adhered to the whole of the transactions 
originating with Law,) to all countries to the east 
of the Cape of Good Hope, and had been incor- 
porated undervthe name of ^^The Company of 
the Indias.** The mint, which in France is a source 
of profit, was afterwards made over to them, and 
they obtained a lease from the crown, first of the 
duties on tobacco, and afterwards of all those 
duties which were usually leased under the old 



Digitized by 



Google 



OF GOVBRNMENT PAPER MONEY. 71 

figim^t and they were at last entrusted with the 
rempt of all the revenues of the state. In return 
for theife privileges, besides the annual rents 
for the duties leased to them, they engaged to 
Jend the government 1,600 millions (£80 m\h 
lions sterling) at three per cent. To enable 
them to do this, the bank was restored to them^ 
on the 22d of February, 17^0 : their proceed- 
ings, however, were to be under the control of 
government, and the King guaranteed the pay- 
ment of their notes. Five days after followed the 
eelebrated arrSt of the 27th February, 1720, 
which prohibited any person or corporation from 
possessing any bullion^ or more than five hundred 
livres (twenty-five pounds) in specie. The most 
extensive powers of search were given to the 
police, and informers were rewarded with all the 
excess found. 

At the same time flie notes of the company were 
not caoly made a legal tender, but the only legal 
tender, and the payment of any sum beyond ninety* 
nine livres, (four pounds nineteen shillings) m 
specie was made punishable by a fine of three 
thousand livres. The object of these laws was. 
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of course, 6rst to force all holders > of specie to 
carry it to the baijc to btf w^J^ngedtfor iiotes ; 
secondly, to prfve^t ik\eiv jd^wwdii^- payment 
from the bank in sp?q^e,..»?cc^pjktfor.4ra«H sums; 
and thirdly, to ^ive^J<;)^'ped,y^|}ie{tp,tlW(fK)t^, as 
the only money that oquld ^^, ;?f^felj tw4wed^ Pr 
safely kept. On the ;5tlji qlMf^pl'X^jr-^wvir 
siderable suixt of specip bgiyiii^gjPfcJb^y bow re- 
ceived by the bank in t^e,H>ew tJBfic^jrrW fiojr^ 
was made, direct'mg tl)p mark pfsilif^f. to.be viwHh 
eighty Uvres. This, pf . course^ ewNed/th^ibank 
to pay whatever specie might b/^ dem2^pdf4!%;ib0 
holders of their notes» at half the fonmr expense^ 
This arret continued in force only a tweek^forit 
was followed by that of the, 11th Mareh, 1720, 
which declared that on the Is^ of April the mark 
of silver was to be worth only seventy livres, and 
on the 1st of May, sixty-five ; and all u^ of gold 
and silver as a medium of jexcbange was pro*" 
hibited. As the bank reqdived coin ia the wean- 
time at eighty livres the mark, this oaoastoiied a 
considerable influx of coin to their coffers, in hnA* 
cipation of its impending reduction in value. In 
three weeks they are said to have received 44 
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millloss of livre^^ worth nominally about one mil- 
lion aae, bbad^^oitsatrd pounds sterling. 

'lli0:goWrtMtae*t -and tfie bank seem now to 
have 'Supposed •tB'at ihe ordinary standards of 
vaiue,'*g6ld= attd sWVef, befti^ got rid of, bank 
pape^r 'W6nld be tthsusceptible of depreciation or 
exeesi^ixind bit^e!6tt4hfe B%inning of Mirch and 
the 3ifd "df )V(ay, tley issiled notes of the nominal 
valtie of l,626;6tS,910 livres : being more than 
donUe the wholii averaig^ amount of the money of 
thecountry. In the beginning of May, there were 
in> ^ir6tik(tlon> notes of the nominal value of 
2,935,€!8a,390 livres ; being a nominal value 
nearly three times ai great as the 800,000,000 
of coiri for which they were substituted. Gold 
and silver coin would, of course, have disappeared, 
even if they hid' not been legally banished. Still, 
for th© putpose of small payments, there was a 
circulation of i^alt silver coiiis, and of copper, and 
in these small coins the bank paid those notes of 
ten livres which itere presented to it. It may 
appear singular, that this coinage of small silver 
remained in the country. As the nominal value 
of every commodity had been at least trebled in 
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France^ we might have expected that.tlia salirar 
would have been collected and exporiedi and that 
the failure of the bank woukLhave been ooeaaioDed 
by their subsequent inability to pay mlv^r for thek* 
small-notes-^and such, I think, would have hem 
the oase^ if the whole transaction had tak^n up a 
longer time. But in less than three weebs ailer 
the last issue of notes» the bank was murdered by 
the government. If the government had not in^ 
terposed, it might have lived in apparent credit 
for three months longer. 

The history of the Mississippi scheme is a proof 
how ignorant the whole of a cultivated nation may 
be of the necessary results of Hmr actions. 

It appears to us obvious^ that when the cur* 
rency of the country was suddenly tripled, all 
prices must have experienced at least an eqnal 
rise. The French government was so litde pre* 
pared for this result, that when it took place^ they 
resorted to the most violent means to correct it« 
On the 2l8t of May, an arret was issued, declaring 
that the bank notes in circulation should in future 
pass /at only half their nominal value. Now this 
was not, in fact^ a greater diminution of the value 
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<^th&'notes than the arr^t of the dth of March pre- 
cedifig,' which h$d dimctod the mark of silver to 
be wortii 80 iivms, ihstead of 40. On the 4th 
of Me(rch> the holder of 40 livreg in notes conld 
didmand ^f the bank n mai»k of silver. On the 
5th <9f March he could -demand only ^ a mark. 
So on the fiOttr 6f May, the holdw of 65 livres in 
notes was entitled to a maii: of silver. On the 
21 st, be was entitled to only ^ a mark. The firrt 
operation diminished the value of the notes di-* 
rectly only as compared with silver. The second 
diminished their value directly, not only in silver, 
but in everything dse. The first was injurious to 
creditors ; the second to debtors. In ihe first case, 
the holder of the notes, so far as he was a debtor, 
oocrld throw his loss, or much more than his l^s, 
upon his creditors ; in the second case, so far as he 
was a creditor, he could reimburse himsdif, or much 
more than reimburse himself, from his debtors. 
But in both cases, as between him and the bank» 
he was equally defrauded ; md as the arret of the 
5th of March had not interfered with the circu- 
lation of the notes, the government probably ex- 
pected that of the 21st of May to create as little 
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alarm. But tbey wem noistaken. Hifiug^ tbe 
French public weii^ too igooroat to per^oeiye the 
consequeDces of raising theoaomiitai i^v^e >c^ 
silver^ they uhdemtood those of i^iillwg! lAie oo- 
mmal vahie of sotes.. Up to the} ^s|< of Mfiy, 
holders of cotmnoditiea posse»iuig iotrjoi^io value 
seem to have giyeii' them, in cttchange for the 
notes^ in Mind confidence that others ^noiddt do 
the same. Others did not, in faot^ do the sanne^ 
for as prices kqpt risings the manrwho in Decern* 
ber bad sold a given quantity of com for ene 
thousand francs in notes> Mrould not have been 
able in February to purchase a« equal quaotiiy/ctf 
com^ or of any other oommoditvi Avith the saime 
notes. Strange^ however^ as. it may appear> tbe 
deterioration of the notes in value does not appear 
to have afifectod their circulation* All that people 
looked to was nominal value, and while the notes 
were called livres, nobody inquired what a livre 
meant. But the instont the denomination was 
altered ; the instaoit government dedared that a 
note fi^r ton livres should be wortii only five, the 
baselessness of the paper febric was delected. 
The terror was as universal and as blind as the 
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confidence-had been* To use Srr James Steuart's 
wok'dd, 011 th^ 32<d ddy» of May, a nmn with 
one ^humlredi'millioiiSiiof:bttnk notes might have 
starved itt "tUcf stteete. JThe Regent and his mi- 
misters; 'a^ itiudH^ a^irmetl as the people at the 
ireaieiukMs 'msK^iitety. ih^ set in motion, 

trij^d the tmostiaiMtraiy and the most ioconsistent 
expeAmte dortioontrd it/ t Tfeeyirovokeri, the 
arrdtof the @lst^of May*, and at the same time 
raised the^ denomination t of the coi% by declaring 
that thei marie of silver shouldb^ worth 82^ livres. 
To^ stop' the run ion the bank^ they ordered its 
payments : to be suspended. And when 9000 
Uwes in paper would pui%base only 82^ in silver, 
an arr^ was issued, prohibiting any person from 
rdusing to take the notes at par, under a penalty 
of double the value of the notes refused; Under 
a similar forfeiture all persons were commanded 
to bring back whatever fonds they had ex- 
ported, and Ibrbidden to make any investments 
in for^gn securiti^L All persons were forbidden 
to meet together, and soldiers were employed to 
prevent and disperse all asi^emblies of merehants; 
and brokers. And when it was found that confi- 
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dence could not be restored by foribiddiog peo^ 
to commanioate their fears^ and thattiie emdijbof 
the notes was irretrievable^ the tiansactkmi was 
wound up by the anrdt oi Ae 10th. of Oetoben 
1720, which, after providing, Botfor the f^jrment^ 
but for the investment, at a rery tow interest, of 
the out^nding' notes, decbired that after Hit 
let of December fbllowiag, they sfaoald- have no 
value. 

The next great fiifiincial bubble of France was 
the issue of Astugnfits. A few years before 1789, 
the specie current in France had been estimated 
at 2200 millions of livres, or about 88 milliona 
sterling. The revolutionary govemtnent pQS«> 
sessed great wealth in confiscated property^ but 
wanted money. To supply this want, and io 
CH'eate a market for the confiscations, they issued 
notes in the following form : 

" National property Assignftt of 100 franco*'' 

These notes were a legal tender, and m that re- 
spect resembled every other paper currency having 
a forced circulation ; but they differed from all 
others in not even professing to represent any spe- 
cified thing. The words ** National property'* 
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signified that their value might be obtained by pur- 
cbasiflg with them the donflscated property at the 
auctions' of mdti property, which were eonstatitly. 
Mdurring*. But there was no reason why that value 
should have been called 100 francs. It depended 
on the comparative quantity of the property so pur- 
chasable; and the number of assigndtsisi^ied. They 
were first issued in May^ 1790^ and the amount 
was fixed by law at 400 millions French, or 
sixteen mfllions sterling. In September^ 1790, 
\900 nnllions French had been issued; in 1793^ 
302ft millions; in 1794, 8817 millions and a 
half; in 1795,. 19,699 millions and a half; and 
(m the 7th of September, 1796, the issue had 
Amounted to 45,579 millions, or about i?l ,823^1 QO*^^-^^ 
irterling*. 

We have seen the consequences of the issue by 
Law of paper of the nominal value of '2900 mil- 
lions of livres,— we may conceive the conse* 
quences of issuing 45,000 millions. 

The value of assigndts fell from day to day. 
The prices of commodities rose in proportion, 

* JSltoroh, vol hr. p» lis. 
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not merely to the -emsting^ deptedk^ion^^iiuibib the 
well-founded iq^fireiwtts^ of a otili fufiha^^^en^ 
preoiatioQ* ..... . i, .•:!,.. .u/ i ,j..ji'i-t >xi^ 

Wbm tb^^^upply ro£ )%;idnmlde»c(Nrfmo(Kfy^ 
suddenljB imamsed^ tbdjvs^w-fdtv, bHtmoi^lLeceih 
sarily ja {Nroportbnito'jthe lAfklitiDii^ 
Unless the H3llUseo^ of ithe itdfyiiiqiid st^^ 
ascertiunedto ifae perinMeidviiDqBt'Of >the)dealers 
prefer k(Mng their esisting^. stock; m dieihope^ 
that the morioel may akerv^to-partbig'Mfli it> atk 
certain loss. But when' a coMtnodity n pertBhable/ 
no loss can be so complete> or so certiAii^ u6^tb 
retsun it A small incs^asa of supply iMy oteniB 
such a competition among^ the sellers^ as tx^ reduoe 
the price to nc^hing. A fish market might be iso 
over supplied as to reduce tiie sellers to giTe 
away a poortbn of their stocky or even to pay 
peq[>Ie to rmiove k from their sWk. Assignfits 
were a most perishahle eomtDodity. Every body^ 
taxed his ingenuity to find ^mploymeat ibr.a 
curreacy> of which the value evaporated from hour 
to hour. It was passed on as it was received^ 
as if it burned every one's hands who touched it. 
Those who had never engaged in business, became 
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speculators. Oia»w:' purchase* estates^ built 
housed w b6ught;plotu«eft^flti»dfarniture. What 
was yesterday an extravagance became a bargain 
to-d*y. 'f!tlfo)ooeii«i*»pledtaiiy ,6)i^nd^, ev^nfor 
m^retiknuMiitoff^ ^fflaasw^viSiit .kfiferded a^ mean^ 
of' ilrvwtit^(6rtgpendh]g/^DrJitliiM^'Mtay getting 
rid of/whfit UeipbssdMeddti ii8sigii^U»j«^.^ ^ 

T1iote^w^hdo(kpen4ibd OQiifiKCfi nooeypayiAents 
were'redMical toUKlggftnyv^and beg^ai^y/at f eriods 
of g)eneriil.dis<i:ess^>^ atar^TjBiJItion. •• Eviairy tnoming 
tben^, vver$^ f(muAi in. the waters> and on Ab shores 
of the Sekwiithe bodies of wretckes. who had pre- 
ferr^ dearth by awfeide, to death by hunger f . 
The state <^ &€) lahourpg classes was scaicely 
more tolerable* An iaerease m the rate of wages 
is ni^ver contemporary, evtounder the most favour- 
able circumstanoesy with a forced depreciation of 
money* The Idxmr^s, gener^Iy speakingy have 
but weak means c^ combining to demand higher 
wages, or of persisting in their combinaftioft, if 
the advance be jrefused; while capkali$ts! are 
almost always combined to resist ike advanoe> and 

* Say, Traits d'Economie Politique, vol. i. 202. 
t StoBoh,yoliv.ie3/ . 
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have funds to stand but in their resistance. And 
in the general disorganization of both the internal 
and the external commerce of France, which 
marked the periods which I am describing, the 
funds for the maintenance of labour, and the 
average rate of wages must have fallen off, even 
if the currency had remained metallic, and at its 
fontier standard. The sovereign people felt and 
acted with the usual folly and violence of a despot. 
The depreciation of the assignAts was attributed 
to the conspiracies of the Aristocrats, and to the 
intrigues of Mr. Pitt. The rise of prices was ex- 
plained by the favourite theory of a monopoly ; 
and it was thought that all this could be re- 
medied by terror, by substituting fine, imprison- 
ment, confiscation, and death, for the ordinary 
motives to commercial tmnsactions. ** If provi- 
** sibns and commodities are wanting,** said the 
Procureur^General Chaunette, "on whom will the 
*^ people, the legislator people, lay the blame? 
*' On the authorities ? — no. On the convention ? 
•' —no. It shall lie on the merchants and the 
" dealers. Rousseau was one of the mass of the 
'' people, and he well said, ^ when the mass of 
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*' * the people have nothing else to eat, they must 
*^ ^ feed on the rich *.' " To prevent the con- 
stantly increa»ng difference between the value of 
paper and metallic money, the purchasing assig- 
naJts with money at less than their nominal value, 
or the sale of money for more than its nominal 
value in assignats, or the making any difference in 
price according as that price was to be paid in 
money, or in assign ats; was made a crime punish- 
able by six years' imprisonment in irons f. 

To prevent the hoarding of the precious metals, 
all concealed gold and silver, in whatever form, 
became forfeited, half to the state, and the other 
half to the informer. These measures had the 
success that might have been expected. The law 
against taking assignats at less than par, was 
passed in April 1793. In the following June, 
100 francs in silver were worth 300 in paper* 
In August they were worth 600 J. The failure 
of the law seems to have been attributed to its 
mildness* The punishment was raised to twenty 
years' imprisonment in irons § : and in 1796, 

* Thiers, vol. v. 319. t lb. vol. v. 117. J lb. vol. v. 117. 

* lb. vol. V. 162. 
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an assignSt of 100 francs, professing to b^ worth 
41. sterling, was currently exchanged for 5 sous 
6 deniers, or rather less than three pence in 
money*. 

These efforts to prevent the depreciation of 
assign ats in money, were accompanied by efforts, 
as viojent as senseless, and still more mischievous 
to prevent their depreciation in commodities. 

The first of th^se attempts was the celebrated 
maximum. By that law, which was passed in 
May 1793 t, when the issue of assign ats was not 
one-tenth of the amount to which it afterwards 
rose, corn was directed to be sold exclusively,^ 
in open market, at a price to be fixed by each 
commune ; or, as we should say, by the vestry of 
each parish, according to the average price of 
the four months of January, February, March, 
and April, preceding the enactment. 

As that price was even then grossly inadequate, 
and became more so every day, the markets were 
of course unsupplied. This was attributed to what 
the French call accaparement, and we, when with 
equal wisdom we made it a crime, called engross- 

* Storch, vol. iv. 162. t Thiers, vol v. 118. 
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ing. The decree * which made accaparement a 
crime, defined an accapareur to be *^ one who 
withdraws from circulation commodities of the first 
necessity, and does not publicly sell them ;" and 
it defined commodities of the first necessity to be^ 
bread, wine, butcher's meat, corn, flour, legumi- 
nous vegetables, fruit, cbarcoal, wood, butter, 
tallow, hemp, flax, salt, leather, liquors, salted 
provisions, cloth, wool, and all clothing except 
silk. Every dealer was bound to make periodical 
declarations of his stock, which the communes 
were to verify by search ; and each commune was 
to appoint persons who were to fix such prices to 
each article, as would leave a moderate profit to 
the dealer, but not exceed the means of the people. 
^^ If, however," added the decree, ** the cost of 
" production be such as to leave no profit to the 
** dealer, the commodity must still be sold at siicji 
'^ a price as the purchaser can aflFord." And 
any violation of the decree, any refusal to sell, 
any concealment of stock,* or even the being ac- 
cessory to any such violation, was punished by 
death. 

* Thiers, vol. v. 163. 
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Of course the majority of the shops were shut, 
and in those which continued open only the worst 
articles were exposed to public sale, and all that 
was tolerable was reserved to be sold in secret 
bargains to those who still retained the means, and 
were willing to incur the risk of becoming pur* 
chasers at the metallic value. 

The convention appear to have thought that 
the inefficiency of the law arose from the maxi- 
mum having been imposed on the finished com- 
modities in the dealer's hands, leaving the charges 
of production and transport unregulated. Com- 
missioners were directed to be appointed in every 
parish to state the prime cost of all the enumerated 
commodities at the place of production, accord- 
ing to the prices of 1790, that is, according to 
metallic prices, which were not one-tenth of those 
which existed at the time of the decree. To this 
one-third was to be added (that is, not one thir- 
tieth part of what ought to have been added) to 
compensate for the subsequent rise. A sum was 
then to be fixed for the expense of carriage to the 
market ; five per cent, on these sums was to be 
added for the profit of the wholesale merchant, 



Digitized by 



Google 



OF GOVERNMRNT PAPER MONEY. 87 

and ten per cent, for that of the retailers ; and 
the aggregate of these sums was to be the price 
of the commodity *. To diminish in sonje mea- 
sure the competition of purchasers, the consumer 
was forbidden to purchase from any one but the 
retailer^ and the retailer from any one but the 
wholesale dealer: even the quantity which each 
might purchase was defined. The grocer was for- 
bidden to take more than twenty-five pounds of 
sugar at once from the sugar merchant, and the 
seller of lemonade more than ten : and the au- 
thorities gave to each intended purchaser a certi- 
ficate specifying the amount that he might pur^ 
chase. 

As the French subsist chiefly on bread, the 
bakers' shops were the principal subjects of legis- 
lation« They were not to be entered without a cer* 
tificate^ which at the same time was a test of the 
good political principles of the bearer, and sped* 
fied the quantity that he might purchase. A long 
rope was extended from the counter into the 
street which the file of candidates for purchase 

* Thiers,voL V. 321. 
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were to lay hold of, ia or(ter to ensone their en- 
tering the shop in fair KSttccession"^. But k' was 
found that persons spest whole nigfats in>^ the 
street^ in vain attempts to make their entrance. 
Spm^times the ropg, was cut throiigh v^antonness 
or malice, and the fe^le were'soffocated at tram- 
pled to death in the conseqaent struggles ; and 
the disorder bacaniie the more* frightfnl when, as 
a remedy, it wais decreed that the kst comers 
should be served first. To prevent th^ dtmag 
the shops, every person who, having been a year 
in trade, discontinued or dimiaished his business, 
was declai:ed a suspected personf ; and tWs when 
suspicion was imprisonmeirt, and imprisonment 
the guillotine. At lengib, even the revolutionaiy 
gpverijjident seem to have felt the impossiWlity of 
using fear instead of hope as the motive of produc- 
tion and exchange* The assignSts, having sunk 
b^lpw; one three-hundredth part of their nominal 
v^lu§^ were called in t, the government offering 
totq-H^ them at one per cent, in payment of 
^ Jovi^d loan which y in violation of all resem- 

♦ Thieri, vol. y. 12a. f lb. vol. v. 320. 

I Storch, vol. iv. 164. 
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blanoeito honesty, was imposed in money^ and 
tQ.givie maodats, a new species 'Of paper money, 
ioi exichang^ for' them at "the rate of three per 
cefkU :<Th^ ultimate result was, that of the 
wb<pile, -iSiSTQwOOO^OOO, 12,744,000,000 were, in 
SQm^\ way oc oftber tliecharged : the* regaining 
32,835^000,000 of the nominal value of about 
£1,313,000,000 sterliwg, abowt -twice the amount 
of our national debt> remained wasrte paper in the 
holder's hands^ 

The mandats were of the nominal value of 
2y400,000,000 French, or about £96,000,000 
sterling: they were directions to the authorities 
toiput the bearers imto possession, without auc- 
tion, of a definite portion of the confiscated estates. 
Such, however, vmere the comparative values in 
money of the -property and the manddts, that they 
caix^ ovU at a discoafit, and gradually sunk to less 
thap a seve^Bitieth of their nominal value. They 
were issued on the 9th of June, 1796, and were 
ei^tinguish^d, partly in the purchase of confiscated 
property, and partly in the payment of tatxes, 
. before the end of the following September*. 

* starch, vol. iv. 164, from whom the rest of the lecture is taken. 
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The length of the details into which I have been 
led as to the paper currency of France^ forces me 
to pass quickly over the histor/of the other paper 
currencies of the continent. Catherine II. gave 
Russia a paper currency, and^ by the moderation 
of her issues, for some time kept it at par ; but in 
1814, the period at which Storch closes his narra- 
tive, four roubles in paper were worth only one in 
silver*. 

The Bank of Copenhagen was founded in 1736. 
Nine years afterwards the government freed it 
from the obligation of paying its notes in full. In 
1773, the king, thinking probably the privilege 
of issuing an inconvertible paper money too 
valuable for a private corporation^ took the bank 
into his own hands. In October 1813, a dollar 
in silver was worth 1600 dollars in paper f . 

The Austrian paper money owes its origin to 
Maria Theresa. In 1810 a florin in silver was 
worth thirteen florins in paper. In 1811 the go- 
vernment called in the existing paper money, and 
directed it to be exchanged, at one-fifth of its no* 
minal value, for a new paper money; and in 

* storch, vol iv. 233. t lb. vol iv. 195. 
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1812, eight florins in paper were worth only one 
in silver. 

These examples are enough to show that the 
depreciation of our paper money, great and disas- 
trous as it was, was far less than has usually at- 
tended an inconvertible paper currency ; and if on 
any future war a new bank restriction is proposed, 
I hope it will be recollected that the evils which 
that unhappy measure actually produced, great as 
they were and continue to be, bear no proportion 
to those which the example of other nations shews 
us to have been exposed to. 
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- ' . ' ;.: Ill ri 

Not®. to page 6., -.; .nn^. 

Few doctrines appear to nie more evideistlj^ erroneous 
than that any considerable variation in the ainbunt of 
wag^s dan be cotnpensated by a rise! Or fair oF profits. 
The usual supposition is, as I observed in the texti' that 
the capitalist, at an Elvet-age, advances the wages of his 
labourers for one year, and receives, after deducting rent, 
one-tenth of the value of what they produce. I am in- 
clined to think, that the average rate of profit is 'ratheir 
greater, and the average period of advance i^tfier less. 
After making many inquiries on these subjects in Man- 
chester, I found the general opinion to be, that tlie 
manufacturing capitalist turns his capital, at an iayerage, 
twice in the year, and receives on each operation a 
profit of 5 per cent, ; and that the shopkeeper, at an 
average, turns his capital four times in a year, and re- 
ceives on each operation a profit of about 3^ per cent. 
On these data, the labourer's share would, of course, be 
much greater than according to the ordinary estimate. 
We will suppose, however, that estimate to be correct, 
and that, after rent has been deducted, the labourer re- 
ceives, at an average, nine-tenths of the value of what he 
produces. Under these circumstances, a rise in the 
amount of wages, amounting to one-tenth, or from 10«. 
to 11«. a week, if that rise is to be deducted from the 
capitalist's share, would utterly destroy all profit what- 
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ever. A rise of one-fifth, or from 10s. to 12s. a week, 
would occasion to the capitalist a loss equal to the whole 
amount of his former profit. A falLin wages of one- 
teiith would double profited afaHof one-fifth would treble 
them. Now we know that general variations in the 
aw.W^i^pi' Wg^f itp^th^e w^owt^ oner tenth or ope-fifih, 
or to a greater ej^tent, are; not of unfreqpent occurrence. 
Yet,wl]^ofiy€tr he3^d pf t^eir producing such an effect on 

prpftts.?. ,.». . f r , , , . ' 

j^i^d yet tl)ist doctrine has xeceiy^d.the sanction both 
of tbeqi^^ticapd practical, men, Mr. Francis Place is 
asked by th^ Comn^ttee on Artizai^s. and Machinery 
(Fifst Report, p» 46)*, '* Do not the masters in coose- 
" qife^iqe of a. rise of wages raise thqir prices ? '* 

•* NOfc"^ \iQ aaswers,, ** I believe there is no principle 
^\pf political economy betfer established than this of 
"wages ; incrt?a^e of wagi^ must come from profits," 

Did Mr. Place evej' apply this doctrine when his men 
asked for higher wageis, on a general mourning ? Even 
the Committee appear to have taken this view of the 
question. Th^ subject is so important, that I will ven- 
ture to extract the . following parage from the Report 
made in the following Seissiop : — 

** Those eminent , persons, who, during thejajst fifty 
" years, have reduced the rules that govern the opera- 
** tions of trade and industry to a science, undertake to 
** show, by arguments and facts, that the effect of Ipw 
*^ wages is not a low price of the commodity. to Wtbich 
" they are applied, but the raising of th^ average rate of 
* Session of 1|24. 
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'* profits in the country in which they exist The ex* 
^* planation of this proposition occupies a larg^ portion 
'' of the justly-celebrated work of the late Mr. Ricardo, 
*' on the Principles of Political Economy ; and is also ably 
^^ set forth in the foUowipg evidence of Mr. M*CiiUoeh, 
'^ to which your committee particularly desire to draw 
*^ the attention of the house : 

^^ * Have you turned your attention to the eflfect of 
^^ * fluctuations in the rate of wages on the price of com* 
*< * modities ?-^I have. 

** ^ Do you consider that when wages rise^ the price 
** • of commodities will proportionally increase ? — I do 
** * not think that a real rise of wages has any effect 
•« • whatever, or but a very imperceptible one, on the 
^* * price of commodities. 

" ♦ Then, supposing wages to be really lower in France 
<^ < than in this country, do you think that that circum- 
** ^ stance would give the French any advantage over us 
" ♦ in the foreign market ? — No, I do not; I do not think 
** * it would give them any advantage whatever. I think 
<< « it would occasion a different distribution of the pro- 
"*duceof industry in France from what would obtain 
" * in England, but that would be all. In France, the 
" * labourers would get a less proportion of the produce 
" • of industry, and the capitalists a larger proportion. 

^' * Could not the French manufacturer, if he gets his 
'* • labour for less than the English manufacturer, afford 
** * to sell his goods for less ?— As the value of goods is 
" * made up wholly of labour and profit, the whole and 
" * only effect of a French manufacturer getting his 
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^< * labour for ies8 than an English manufacturer, is to 
^* ^ enable him to make more profit than the English 
*^ * manufacturer can make, but not to lower the price 
** ^ of his goods. The low rate of wages in France goes 
** ^ to establish a high rate of profits in all branches of 
" • industry in France. 

♦* * What conclusion do you come to in making a 
^^ ^ comparison between wages in England and wages in 
•• * France ? — I come to this conclusion, that if it be true, 
^^ • that wages are real Ij*^ higher in England than in France, 
*^ • the only^ effect of that would be to lower the profits 
*' • of capital in England below their level in France, but 
** * that will have no effect whatever on the price of the 
** 'commodities produced in either country. 

•* * When you say that wages do not affect prices, what 
*• • is it that does affect prites ? — An increase or dirainu- 
^* • tion of the quantity of labour necessary to the produc- 
" • tion of the commodity. 

" ' Supposing that there was a free export of ma- 
** * chinery, so that France could get that machinery, do 
" • you think that under those circumstances we should 
^^ * retain those advantages which we possess at the 
** * present moment ? — Yes, we should *, for the export 
•* * of the machinery would not lower our wages, or 
♦* • increase the wages in France, so that we should gre- 
" ♦ serve that advantage to the full extent that we have it 
** * at this moment. 

** * Will you explain to the committee why you are of 
" * opinion that the French manufacturer would not 
•• * undersell the English, seeing that his profits are larger 
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*« * than the English manufactarer? — Because . if ( he 
** * were to offer to undersell the English, he can pjfAy^^^ 
*^ ^ it by consenting to accept a less rat9 of profit on Y^ 
•• * capital, than the other French capitalists are niakipg 
" ^on theirs, and I cannot suppose a man- of cpmmQQ 
" ^ sense would act upon, such a principle* . -, :; 

^^ ^ Are the committee to und^erstfuid, ttmt alt}ipugl^ |i 
** ^ French manufacturer pays half the wages to hisr j:n^ 
^^ ^in France, which our raanufactiireBs dOi-in Bngiimd, 
*^ *yet that his wages being on a parii or b lev^,,in 
" < general, with the other wages in France, wUl nendqr 
** ^ his profits on a par with them, and consequently he 
** ^ would not undersell the English merchant by Jower- 
** ' ing his profits below the average rate of profits in 
** * France ? — Precisely so, I believe, in point of fact, 
" ' there is no such difference ; but he could nioi un4er»- 
^^ * sell the English manufacturer unless he took lower 
*^ * profits than all other producers in France were making. 
'* ' I might illustrate this by what takes place evety day 
" * in England, where you never find the proprietor of 
** * rich land, in order to get rid of his produce, offering 
'' ' it in Mark-lane at a lower rate than that which b got 
•* • by a farmer or proprietor of the very worst land in 
** * the kingdom. 

« « Would it not produce a larger sale if the French 
*• • manufacturer were to sell at a less price ?— Supposing; 
" * that to be so, the greater the sale the greater weuld 
•• * be the loss of profit/ " * 

* Report from Sdect Committee on Export of Tools and Machi- 
nery. Session of 1825, ]^. 13, 14. 
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' I have eitracted £his passage rather as indicative of 
the^ itelvis of* the Committee, than of those of Mr. 
M*Ct!iHbch. 'Mr. M'CuIIoch, as will appear on turning 
to feis evidence, mean^ hy wages really high and really 
"lewiy Hot k' lar^ 'or' a smaller amount, but a larger or 
a smaller proportibnV But tile Conunittee appear to 
have tmcfenitdOd'Mm fo'Waii'a Wger or a smaller 
amount' ' '-" " '''"' ' ' ' ^ '^"' 

Mr^BrkdMryltkiji pH^Vidtii^ly stafed^ the common day 
wage^ hi Fiance to' b^ abd^t half t^ wages paid in 
EngMnd. . ;• . > ^ 

H6 was iustedi^^ In what way do you ccmsider that 
" Ibwer wages in France give the French manufacturers 
^^ an advantage oVer Englti^ manufacturei^ ? 

^ I conceive that, if they pay 3d. a pound for fepin- 
*• tring to the operative spinner, and we pay 6rf., that 
'* ti^onki give them an advantage of 3d. a pound in the 
'* cost. 

** You mean to say, that the French would be able to 
** sell tibe article they make, in consequence of pay- 
*• ing lower wages, cheaper than the English could 
•^sellit?, 

** They could afford it 3d, a pound cheaper. 

*• You mean to say, Aat, according to the rate of 
" wages paid, the price of the article for which they are 
^ paid is li%h or low P 

•* It may be afibrded higher or lower, I should Ima- 
** gine, as die cost be more or less. 

'^ Tberefort, the wfac^ reauK» and grovnd cm which 
'* you think that low wages give them an advantage, is, 

H 
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^^ that low wages contribute to enable them to sell the 
*^ article cheaper than if they paid higher wages ? 

'^ Yes ; labour constituting a material feature in the cost. 

•' You conceive that increased cost would be a loss to 
** the party, if the price was not increased in proportion ? 

*• I should imagine so. 

•* Might not the profits of the proprietor be lessened ? 

*^ They might be lessened, which is in effect a loss, 

^* Might not that enable him to bear the loss which 
** the difference of wages produces * ? 

**Jfhe chose to make that sacrifice. 

^^ Might not the profits be lessened until there were no 
^* profits at all?! 

" Very easily I should think." — (Fifth Report of the 
select Committee on Artizans and Machinery, p. 547, 
549, 550.) 

It was with reference to this evidence that Mr, 



* In other words, " Might not the loss enable him to bear the 
"loss?" 

t This question appears to have come from a different interro- 
gator. In justice to the clear and intelligent evidence of Mr* Brad- 
bury, I should observe that he was far from falling into the common 
error, that a generally high rate of wages can be unfavourable to 
a country. He set out by supposing that with the assistance of 
English machinery and English superintendents, the labour of the 
French spinners might be as productive as that of the English 
spinners. Under such circumstances, if their wages could remain 
at one half of English wages, he believed that the Frenchmanu- 
facturer could undersell the English manufacturer. Of the accu- 
racy of this opinion I entertain no doubt, though, from the tenor 
of the questions, it appears not to have met with the approbation 
of the Committee. 
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M'Cullocb was examined. His examination commences 
thus : 

" Have you read the evidence which has been given 
•• before this Committee ? 

** I have read portions of it only. 

** Have you read the evidence given by Mr. Bradbury? 

" A part of it 

" That part in which he conceives that foreigners have 
" an advantage over the English manufacturers in conse- 
" quence of wages being lower in France ? 

" Yes, I have read that." 

And then follows the question : 

*' Have you turned your attention to the effect of fluc- 
*^ tuations in the rate of wages on the price of com- 
*'modities?" 

Now if the committee understood Mr. M^Culloch to 
mean, by high or low wages, not a great or small amount, 
but a great or small proportion, his evidence and that of 
Mr. Bradbury had nothing in common. 

The whole of the confusion has arisen from a verbal 
ambiguity. Mr. Ricardo has demonstrated that, in the 
absence of natural or artificial monopoly, all that is pro- 
duced is divided between the capitalist and the labourer, 
and that, c<Bteris paribus^ the rate of profit depends on 
the proportion of the produce which the capitalist receives 
in return for having advanced, for a given time, the 
labourers' wages. This doctrine, though, like almost all 
other truths in political science, when once stated, almost 
self-evident, is one of the most important discoveries of 
modern times. It has given to the subject of profits the 

H 2 
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deamess vUcb the cUsaoreriet.of Mr. MaJytkufrwd Sit 
Edward West gave to that of rent Most uoforttmntely, 
however, Mr. Ricardo applied the teorma highwageit^ «id 
a rUe4ifwageSy and low wag&fwAm fa& of viagt%9\\/>^ 
increase or diminutioii of the UxMinof'^fj^opocdosv iriifther 
the aofeQunt of what he- leeeivied nme; ori wera not i}i»h 
nished or increased. 

** It is according to the division of the whole produce 
" of the land of any particular' faim between the three. 
'* classes of landlord, capitalist, and laboureri that we are- 
'< to judge of the rise or fall of rcQt, profit* apd wages, 
*' and not according to the value at which that prodvice 
*' may be estimated in a loedium which is confessedly 
*• variable^ 

'^ It is not by the absolute quantity of produce ob-» 
^^ tained by either class that we can correctly jndge of 
^^ the rate of profit, rent, and wages^ but by the quantity 
^^ of labour required to obtain that produce. By imprpvef 
'* ments in machinery and agriculture tb& whole p«odu€& 
'* may be docdbled ; but if wages, rent, and profit be a)&o 
^ doubled, the three wiU bear the surne propovlim^ t^. 
" one another as before, and neithet could be ami te 
*• have relatively varied. But if wages padttook not of the 
" whole of this increase; if they, instead of being dott* 
" Hed^ were only focr^ised by one-half; if rent, instead 
*' of being doubled, were only increased- three^fourths^ 
'* and tihe remaining increase went to prpfit, it would» .1 
*^apprdl<Bnd, be correct fi)r me to say, that rent and wag<5$ 
** had faHen while profits had risen; for if we had an. 
"^ invariable standaj^ by which to naeasure the value of 
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** tfaia piiocki€^ we should; find thfti a less vatue ha4 falteH* 
** tqtlibe class pS hkbourers and Undlocds, and a greats to 
^< die class of capitalists^ thoA had been given b^ie. 
'' W« mif^ find^ for eKaiB{)te> that though the absplate 
** ^piai)«i4f ^cqmimdttks bad bc^n d^Uedy tb^ w^re; 
^^ di0 produce of pseciaely t^ former quantity of labpnn 
^' Of every hundred hats, coat8» and quartern of corn pro^ 
" duo6d, tf 

** The Ifikbourer3 had before . ., . . 2S 
" The landlords . ... . 25 

•* And the capitalbts . . . 6<f 

100 
" and if, after these commodities were doable the 
•* quantity, of every one hundred 

•* The labourers had^only ... 22 

<*ThelaiKd]ord» 2d 

'* And the capitalists .... 56 

100 
*^ in that case I should say, that wages and rent had 
'' fallen and profits risen ; though, in consequence of the 
** abundance of commodities, the quantity paid to the 
^^ labourer and landlord would have increased in the pro- 
^^ portion of 25 to 44. Wages are ta be estimated by 
** their real vabie, viz., by the quantity of labour and 
" capital employed in producing them, and not by theiE 
" nominal value either in coats, hats, money, on corn.. 
^* Under the circumstances I have just supposed, com- 
'' modities would ha/ve fallen to half their former value, 
** and if money had not varied, to half their former price* 
^' If, then, in this medium, which had not varied in value> 
'' the wi^es of the labourer should be found to haye 
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<' fallen, it will bot be less a real fall, because tbey might 
" furnish him with a greater quantity of cheap oommo- 
** dities than his former wages ♦." 

According to this nomenclature, if one labourer wtre 
to receive 302. a year, wcid the produce of bis labour to 
sell at the end of the year for 40/., and another were to 
receive GOL a year, aud the produce of his Jaboiir to sell 
for 1002., the first labourer would be said to receive higher 
wages than the second ; and if the wages of the second 
were to be altered from 602. to 40Z. a year, and the commo- 
dity to sell for «50{,, the alteration must be termed a rise of 
wages. According to this nomenclature, the wages of the 
best workmen are always the lowest, for it is known to be 
more profitable to employ them. This strange use of 
words must have been perplexing, even if Mr. Ricardo's 
language had been consistent. But it is almost impos- 
sible to affix to terms of familiar use a perfectly new 
meaning, and not from time to time to slide into the old 
one. When Mr. Ricardo says, that '* nothing can affect 
** profits but a rise of wages," p. 118; that " whatever 
" raises the wages of labour lowers the profits of stock," 
p. 231 ; that ** high wages invariably affect the em- 
** ployers of labour by depriving them of a" portion of 
^^ their real profits," p. 129 ; that ** as the wages of labour 
" fall the profits of stock rise, and they are together always 
^^ of the same value," p. 499, he means by high wages a 
large proportion. But when he speaks of the ** encou- 
"ragement which high wages give to the increase of 
" population,'* pp. 88, 361 ; when he admits, that •• on 
♦ " Principles of Political Econ." p. 48—51. 
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" an incteaW of population wages fall," p. 494 ; he 
means by high or low wages a htrge or small amount. 

Mr. M*Culloch has stated, with great clearness, the 
difibrenoe ■ between proportional wages and real wages, 
or wag^ estimated in money or in quantities of produce. 
And he adds, with equal accuracy, ** If the productive- 
** ness of industry were to diminish, proportional ws^es 
" might rise, notwithstanding that real wages, or the 
" absolute amount of the produce of industry falling to 
" the share of the labourer, might be diminished ; and if, 
*^ on the other hand, the productiveness of industry were 
'* to increase, proportional wages might be diminished, 
** while real wages might, at the same time, beincreased.'** 
Principles^ Sec. p. 365. And he generally uses the words 
f* high and low wages " to express, not a large or small 
proportion, but a large or small amount. It is in this 
sense that he contrasts (p. 353) the low wages of Hindos- 
tan with the high wages of America. But is this use of 
language consistent with bis statement (p. 322) that the 
high wages we pay to our workmen cause low profits ? 
Or, is it consistent with the inferences drawn by the Com- 
mittee from his evidence ? 



Priated bj Wzujam Clow«6, Stamferd Street 



Digitized by 



Googk 



WORKS 



PUBLISHID BY 



Mr. MURRAY, ALBBM ARLB^STRfiET. 



Three LECTURES on the 

COST of obtaiiring MONEY, iftd m^€nm 
EflFectsof PRIVATE and GOVERNMENT 
PAPER MONEY. Delivered before the 
Univenity of Oxford, in TrimUjf. Tftcnj,, 
1829. By NASSAU WILLIAM SENIOR, 
A.M. late fellow of Mtgdalea College, Pro- 
fessor of Political Economy. 

The Nature and Tendency of a 
SINKING FUND investigated; ' ancl <tt^ 
Fallacy «f the Reasoniiig by whidi it kft- 
been recommended' is explained in three 
Lettere to the DUKE of WELLINGTON. 
8vo. By the EARL of LAUDERDALE. 

An ESSAY oh the PRINCI- 
PLE of POPULATION ; or a View of its 
past and present Effects on Hunan Happi- 
ness ; with an Inquiry into our Prospects 
respectitig (be futare removal or mitigation 
of the Evils which it contains. By the Rev. 
T. R. MALTHUS, late fellow of Jesus' 
College, Cambridge, and Prolestor of His- 
tory and Political Economy in the East 
India CoUege, Hertfoi-dshire. A fifth Edi- 
tion, with important Additions and Correc- 
tions. 3 vols. 8vt>. 36«. 

The PRINCIPLES of POLI- 

TICAL ECONOMY bonsidered, with a 
View to their Practical Application. By 
the Rev. T. R. MALTHUS, F.RJS. 8vo. 
18#. 

DEFINITIONS in POLITI- 
CAL ECONOMY, preceded by an In- 
quiry into the Rules which ought to guide 
Political Economists in the Definition and 
Application to their Terms ; with Remarks 
on the Deviations from their Rules in prac- 
tice. By the Rev. T. R. MALTHUS. 
Post 8vo. 7«. 6d, 

IRELAND ; its EVILS, and 

their REMEDIES : being a Refutatbn of 
the Errors of the Emigration Comnlittee 
and others, touching that Country. To 
which is prefixed a Synopsis of an Origi- 
nal Treatise, about to be published on &e 
Law of Population; developing the real 
principles on which it is universally regu- 



HiteA. By i^OHAEL THOMAS SAD- 
l4eR,.M.P^ Si^^Editioa. 8vo. 12#. * 

'** D^ell ill ttie !s1ia leind tertij thoa shalt be fed.** 

The ANCIENT GEOGRA- 

aay-^tfAfiUto t^e west of the Otfpian 
Gates, and as connected with the Route of 
the Ten TliousaDd and the Expedition of 
Alexander, iUustrated bv the Kev. JOHN 
WILLIAMS, A.M., F.R.S.E., Rector of 
th^ EdiobfM^ Acfdwny, and Vicar of 
Lampeter,t3ar9igaosl)ire. Svo. 
^*^ The work hr^ti^ibas, tttHa dtfhtlaemg, and 

The GREER ORAMMAR of 

AUGUSTUS MATTHIiE. Translated 
into English hf the late Rev. E. V. BLOM- 
FIELD. FbUow of Etnaanu^ College, 
Cambridge. Fourth Edition, thorooghly 
revised. 2 vols. 8vo. Sftf. . ^ 

OXFORD an^LOCKfi. By 

LORD GRENVILLE. 8vo. 4f. 

The CONSTITUTIONAL 
HISTORY of ENGLAND, from the Ac- 
cession of Henry VII. to the Death of 
George IL By HENRY HALLAM, Esq. 
Second Edition. 3 vek. 8vo. 8€t. 

HISTORY of the MIDDLE 
AGES. By HENRY HALLAM, Esq. 
Fifth Edition. 3 vols. Svo: 36«* 

The TRUE HISTORY of the 
STATE PRISONER, commonlv called 
" The I BON Mask," extracted trom the 
Documents in the French Archives. By 
the Hon. GEORGE AGAR ELLIS. A 
new Edition, ^ost 8vo. 10«. 6dL 

The PUBLIC ECONOMY of 

ATHENS. Containing an Aecount of th6 
Prices of Commodities, Rates of Profit, In- 
terest, Wages, Labour, &c. of the Financial 
Administration, with the Peace and War 
Expenditure ; of the different items of the 
Public Revenue, with a Historv of the Tri- 
butes and Public Treasure; or the Litur- 
gies, Property-Taxes, and Natural Wealth ; 
aiid of the MoneT'>Sy8tem of the Athenians. 
To which is added, a Dissertation on the 
Silver Mines of Laurion. Translated from 
the German of AUGUSTUS BOECKH, 
2 vols. 8vo. 1/. 6«. 



Digitized by 



Googk 



L^ 



THREE LECTURES 



TRANSMISSION OF THE PRECIOUS METALS 
FROM COUNTRY TO COUNTRY, 

AKDTBB 

MERCANTILE THEORY OF WEALTH, 



DBLIVBBBD BEFORE THE UNIFBRSITY OF OXFORD 
IN JUNE, 1827. 



NASSAU WILLIAM JENIOR, 

I^TB VBI.LOW or UAGDALBN COLLBOB, A.M., PftOFBSSOR 
OW -POLITICAL BCONOMT. 



" He shewed me a Tery excellent argument to prore that our Importing less 
than we export do not impoTerish the kingdom, which, though it be a paradox, and 
that I do not remember the argument, yet methought there was a great deal in what 
he eaid.'*— PBPVs'a Memoirt, yoL i. p, 284. 



THE SECOND EDITION. 



LONDON: 
JOHN MURRAY, ALBEMARLE STREET. 

y UBCQGJOX. 

1/ 

Digitized by VjOOQIC 



LONDON I 

Printed bj William Clowss, 

Stamford-ttTMt 



Digitized by 



Google 



ADVERTISEMENT. 



The Statute by which the Professorship of Poli- 
tical Economy is founded, requires the Professor 
to publish a Lecture every year. In compliance 
with this requisition I have selected from the 
course delivered in June, 1827, the portion which 
appeared to me least unfit for separate publica- 
tion. As a fragment, it is necessarily imperfect. 
My apology for presenting it to the Public is the 
necessity imposed on me by the Statute. 

N. W. SENIOR. 



Magdalen College, 
March 20, 1828. 
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LECTURE 1. 



TRANSMISSION OP THE PRECIOUS METALS 
FROM COUNTRY TO COUNTRY. 

I PROPOSE^ in the present Lecture, to consider 
the ^ect of the actual transmission of the pre* 
cions metals from one country to another. An 
inquiry peculiarly interesting at present^ as it 
leads to conclusions decisive of the controversy 
now eagerly maintained on Free Trade. The 
argument runs generally in the following form. 

The advocate of fi-eedom dwells on the bene- 
fit of making full use of our own peculiar advan* 
tages of situation^ wealthy and skilly and avail* 
ing ourselves to the utmost of those possessed 
by our neighbours. He asks whether we should 
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2 TRANSMISSION OF THE PRECIOUS METALS 

act wisely, if we were to declare ourselves in- 
dependent of foreigners for wine> to devote our 
mineral treasures, and our industry, to the forcing 
of grapes for the production of home-made port 
and claret, and discontinue the manufacture of 
cottons and woollens for the markets of Oporto 
and Bourdeaux ? And he urges that the same 
absurdity in kind belongs to every protecting 
duty and prohibition. He observes, in the 
words of Adam Smith *, that it is the maxim of 
every prudent master of a family, never to make 
at home, what it will cost him more to make 
than to buy. The tailor does not make his own 
shoes, but buys them of the shoemaker. The 
shoemaker does not make his own clothes, but 
buys them of the tailor. The farmer attempts to 
make neither the one nor the other, but em-^ 
ploys those different artificers. All of them find 
it their interest to employ their whde industry in 
a way in which they have some advantage over 
their neighbours, and to purchase with a part of 

'^^ Book iv. chap. 2. 
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TROM COUNTRY TO COUNTRY. d 

its produce, whatever eke they have occasion for. 
And he infers, that what iB prudence in the con- 
duct of every private family, can scarcely be fofly 
in that of a great kingdom. 

The advocate of restriction and prohibition 
admits that if the interest of the consumers were 
alone to be considered, the law ought not to force 
Ihe production at home, of what can be obtained 
better, or more cheaply, from abroad. But he 
urges, that the opulence of the whole commu- 
nity is best promoted by encouraging itiS domes- 
tic industry. And that the industry of each 
class of producers is best encouraged by giving 
them the command of the home market, undis- 
turbed by foreign competition. 

His opponent replies, that it is impossible to 
encourage the industry of one class of producers, 
by means of commercial restrictions, without dis- 
couraging, to an equal degree, the exertions of 
others. That every prohibition of importation is 
a prohibition of exportation. That every restric- 
tion on the importation of French silks is a 

B 2 
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4 TRANSMISSION OF THE PRECIOUS BIETALS 

restriction on the exportation of those articles 
with which those silks would have been purchased. 
That if it benefit the English silk manufacturer^ 
it injures, to at least an equal amount, in the 
whole, though the injury is less perceptible, be- 
cause more widely diffused, the cotton-spinner, 
the cutler, or the clothier. That the whole body 
of producers, therefore, as an aggregate, suffer 
in their capacity of consumers without compen- 
sation. 

The really candid defender of restriction (and 
I am inclined to think that such persons do exist) 
admits perhaps the force of this argument, as 
applied to nations willing to take in exchange our 
commodities. To them he is willing to open our 
market on a fo6ting, as he calls it, of reciprocity. 
But he urges, that there are many who refuse 
our commocUties ; and while they persist in this 
ungrateful refusal, he retaliates by not accepting 
theirs. 

The advocate of free trade replies, that the 
benefit of commerce consists, not in what i» 
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given^ but in what is received: that if the 
foreigner refuse to accept our commodities, he 
must either refuse us his own, or give them to us 
for nothing ; that^ in the first case, the abolition 
of commercial restrictions can produce no evil, 
in the second^ it must produce a manifest good. 

He would do neither, replies his adversary, he 
would deluge us with his goods, and receive pay- 
ment for them in our money. 

The dispute which I have supposed^ and which 
corresponds, step by step, with almost all those 
which I have witnessed on this question, coincides 
at this point with the subject of the present Lec-^ 
ture. And^ quitting my imaginary opponent and 
respondent^ I proceed to consider the effect of the 
transmission of the precious metals from one 
country to another. 

I will suppose that all the protecting duties, 
with which we have clogged our commerce with 
France, are suddenly removed, and that the re- 
moval is immediately followed by an incr^ised 
importation of French commodities to the amount 
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6 TRANSmSSION OF THE PRl^IOUS METALS 

of five minions sterling. And I will suppose Uie 
commerdal restrictions on the part of France (and 
she is at least our equal in protecting her own 
industry by interfering with its natural cUrection) 
to remain unaltered. I will suppose^ too^ that the 
five millions in question are actually remitted in 
money. 

It must be admitted that the.efflux of so large 
a sum from England^ and its influx into France, 
must sink all English prices, and occasion a gene- 
ral rise of prices in France. Indeed, if it did 
not, the transaction would be one of pure benefit 
to England, and of pure loss to France^ As 
money is not a source of gratification, but a mere 
instrument of commerce, if our prices were not 
affected by parting with a portion of air money, 
we should be insensible of our loss ; or rather 
we should have sustained no loss whatever, and 
have gained the five millions worth of French 
commodities without any real sacrifice, while 
France would have parted with those commodi*^ 
ties, and received no sensible equivalent. 
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Bat those who fear that a imtion may be in* 
jured by partmg with its money^ are o^tainly 
right in suppoduag that the transmission of five 
millicms in specie from England to France 
would occasion a general fall of prices in Eng^ 
land^ and a general rise in France. The steps, 
by which these effects would be produced in 
each country, cannot properly be stated in this 
part of my Lectqres, but I suppose there is no 
one present who doubts tiiat such would be the 
case« 

The consequence would be an immediate and 
universal increase of imports and diminution of 
exports^ in France, and an immediate and univer- 
sal increase of exports, and diminution of im- 
ports, in England. The commerce, which any 
country carries on with its neighbours, must 
depend on the prices of their respective export" 
able commodities. When commodities of the 
same quality, or which may be »ibstitutes for 
one another, can be imported from different 
quarters, a slight variation of price will dedde 



Digitized by 



Google 



8 TRANSMISSION OP THE PRKCIOUS METALS 

wkich sliaU be prderred. If linen of the same 
quality can be imported into South America in- 
diflferendy from Germany and from France^ and 
the cost of transport from each country is the 
same^ while the price per yard is also the same^ 
South America will probably import indifferently 
from each country ; but if the influx of money 
should raise the price of linen of a given quality 
from two shillings to two shillings and a farthing 
per yard in France^ while it remained at two shil« 
lings in Germany^ South America would instantly 
desert the French market^ and confine her linen 
trade to Germany. 

With every commercial rival, with whom 
France was formerly on a par, she would now 
be at a disadvantage, and many would now meet 
her in markets from which she had formerly ex- 
cluded them. The same consequences, though 
to a less e7i,tmU would follow, even in the cases 
in which France had exclusive powers of produc- 
tion* Every commodity has among its purchasers 
some whose desire for it, or at least for that vari- 
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FROM COUNTRY TO COUNTRY. V* 

able qirantity of it which they consume/ indaces 
ihem to spend on it a given portion of their ia- 
eome^ and no more. On the slightest rise of 
price they dither discontinne or diminish their 
consumption. A very slight rise in the price of 
claret would occasion some to drink less^ and 
others to drink none. Precisely the same causes 
which would diminish the exports of France, 
would increase her imports. However earnestly ' 1 
a nation may endeavour to secure to its own 
productive classes the monopoly in what they 
respectively produce^ it cannot really protect 
them against foreign competition by any measure 
short of the prohibition of all foreign commerce. 
The consumer cannot be forced to buy the dearer 
or inferior home-made article. /(if he is prohibited 
from importing precisely what he wants, he may 
still make his purchase abroad* "jThe increased 
price in France of all home commodities would, 
of course, stimulate the consumption of foreign 
ones. The bills on France in other countries 
would increase^ those on other countries in 
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France would dimiiiish, and the exchange woidd 
be against France throughout the commercial 
world. It is impossible that^ under such circum-^ 
stances, she could retain for a month the five 
millions which I have supposed to have been 
paid to her. They would flow from her in every 
direction. 

In fact^ until she parted with the money^ France 
would have derived, not benefit, but rather evil, 
from her export to England. That money is a 
means not an end; that no gratification is 
afibrded by an increase in the quantity neces- 
sary to effect a given purpose ; that it is just as 
pleasant to purchase a given commodity for five 
shillings as for fifty^ are truisms , but truisms so 
often impliedly denied, that they cannot be too 
often repeated. Tlie rise of prices in France, 
while it lasted, must have been an evil. It must 
have deranged, so far as it went, the existing rela- 
tions of society, have impoverished credit(R^, and 
those whose incomes were fixed, and, to a cer- 
tain eaitent, unfitted money to perform its func- 
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tion of a permanent expression or standard of 
value. If no oiher results were to have followed 
from the s&crifioe of so much FVench industry^ 
France had better have given away than have 
sdd her five millions' worth of sQks. The sale of 
the silks would become advantageous to her only^ 
when, by re-exporting their price, she had ob- 
tained from other countries commodities capable 
of affording her more gratification than she could 
have derived from the industry of the silk-manu* 
&cturers, if she had employed them in manu- 
facturing silks^ or other commodities, for her own 
home market 

It is obvious that all this time precisely an 
opposite process would be going on in England. 
The general &11 in English prices would give a 
preference to our goods in every market of which 
they had merely an equal participation before ; 
it would admit them to many others from which 
they were previously exduded. It would exclude 
from the EBgUsh market many foreign commo'*. 
dities, which could now be obtained more cheaply 
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13 TRANSBaS8I0If OF THB PRECIOUS MBTALS 

at home. While the bills in England on foreign 
countries were increasing, the foreign bills on 
England would diminish, the exchange would 
be in our &vour with the whole woild, and the 
five millions would come back as rapidly as they 
went out. To suppose that the level of the pre- 
cious metals in the commercial world can be per-* 
manently disturbed by taking money from one 
country to another^ is as absurd as to suppose 
that the level of a pond can be altered by taking 
a bucket-full from one place and pouring it in at 
another. The water instantly rushes to the place 
from which the bucket-full has been drawn^ just 
as it rushes from the place into which it has been 
poured. Every country to which France ex- 
ported any of the money she received fi*om Eng* 
land would^ to that extent, have more money 
than her habitual state of prices could allow. It 
would flow from her either directly to England^ 
or to those countries which were in want of 
money in consequence of having previously ex- 
ported it to England. 
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It appears therefore^ that even in the extra-* 
vagant case which I have supposed of an export 
of five millions in money^ the loss^ if it can be 
called one^ would be unmediately repsdred. The 
only inconvenience that we should suffer from 
the refusal of France to take our cottons and 
our hardware in return for her silks, would be 
that * instead of the direct exchange of Eng- 
glish for French commodities^ we should give 
to France money ; France would export that 
money to Grermany^ Holland, and Russia ; and 
Germany, Holland^ and Russia would return us 
that money in exchange for our manufactures ; 
that our trade would in short be circuitous^ in* 
stead of direct. 

For die sake of illustration I have supposed 
a sudden and great transmission of money: 
effects the same in kind^ though less in degree, 
would of course follow a more gradual one. If 
a balance of only 100,000 sovereigns a year were 
sent to France^ similar consequences, though less 
palpable^ would follow either immediately, or 
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as soon as the annual efflux of money from the 
one country to the other amounts to a sufficient 
sum to affect the prices of dther country^ or of 
both. 

It would appear^ therefore^ that the exchange 
between two countries can never long deviate from 
its commercial par. 

There are, however, exceptions to this rule; 
some real^ others merely nominal. 

A nominal deviation from the par of exchange 
arises from the difficulty of changing mercantile 
language. The existing commercial par of ex* 
change l>etween London and Paris is about 23 
francs 47^ centimeis (say 25 francs and a half) 
for a sovereign. But should any of the data 
on which this par is calculated be chsUfiged, 
should the quantity of bullion contained in the 
money of either nation be altered without the de- 
nomination of the pieces being changed, — if we 
should, for instance, put only 56^ grains of pure 
gold instead of 113 into our gold pieces, and 
still call them sovereigns, or should the rela- 
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tive values of gold and silver alter, should sUver 
exchange for ird of its weight in gold instead of 
its present value, about ^^th, it is clear HxaA 
the par between the countries would be altered. 
In either case the real par would probably be 
only 12|. francs for the sovereign, and this is 
the rate at which bills would be exchanged when 
the commerce of the two countries was in equi- 
librio. But if mercantile language were to re- 
main unaltered, and 25 francs and a half for a 
sovereign were (Mill called the par of exchange, 
it is clear that the ordinary rate of exchange 
between England and France would be 50 per 
cent, against England, and in favour of France ; 
or in other words, the real par of exchange 
would vary 50 per cent, from the nominal par. 
England would suffer no evil, and France would 
reap no advantage from this state of things, 
which would be merely the continuance of an 
obsolete nomenclature. The only inconvenience 
would be the chance of misleading subsequent 
writers on exchange, who might not be aware 
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16 TRANSMISSION OF THE PRECIOUS METALS 

that during the period in question commercial 
language had misrepresented the fieu^ts of the 
case. 

Again^ the real exchange between two nations 
may be, and indeed must be^ permanently un- 
favourable to the one, and consequently favour- 
able to the other, if there be any cause whidi 
occasions the precious metals to flow constantly 
from the one to the other. This must be the 
case between the mining countries and those 
countries with which they maintain a direct 
intercourse. As the principal trade of Mexico 
is the production and exportation of silver, the 
value of silver, estimated in silver, must always 
be lower in Mexico than in the countries to 
which it has been exported from Mexico, just 
as it must always be lower at Real del Monte 
than at the door of the Mexican Mint, and 
lower at the Mint than at Vera Cruz- A par- 
tial result of the same kind must be produced 
in those countries through which the precious 
metals pass. Russia is one of the principal 
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channels through which the precious metals pass 
from America to Asia. The real exchange naust, 
therefore, be in general in her favour on her 
European frontier, by which she receives the 
metals, and against her on her Asiatic frontier, 
by which she exports them. 

The mining countries are the only exception to 
the rule that no country can have an Wchange 
permanently favourable or unfavourable, with the 
whole world. We have seen that a universal 
balance in favour of any country must soon so 
raise all her prices, as to exclude all her commo- 
dities from every foreign market^ and to offer 
irresistible temptation to the introduction of fo- 
reign commodities into her own market. Instead 
of her stock of the precious metals increasing, it 
must diminish. A universal balance against any 
country must soon so exhaust her stock of the 
precious metals, and consequently lower her 
prices, as to diminish and gradually destroy her 
motives for purchasing foreign commodities, while 
it increased the motives of all other countries to 
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purchase hers. To suppose that it is possible to 
go on for ever buying without sellings or sellbg 
without buying, or even buying more than you 
sell, or selling more than you buy^ are all equsdly 
irrational. 

But though no country except a mining coun- 
try can have its exchange with all other countries 
permanently favourable or unfavourable, the ten- 
dency of every efflux of the precious metals to 
occasion a proportionate influx has oi^ exc^ 
tion; namely, the case of a nation in which the 
stock of money has become larger or smaller 
than is requisite to enable her prices to bear 
their natural proportion to those of the rest of the 
commercial world. The functions of money, as a 
measure and an expression of value, are incapa- 
ble of being adequately supplied elsewhere ; but 
the amount of money necessary to perform them 
bears a very small proportion to the transactions 
of the country. One million of sovereigns would 
in general be amply sufficient to perform these 
services in England. They are now effected in 
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Gotland by a much smaller quantity. If a coun- 
try have enougb money to i^upply a measure and 
an expression of value, a substitute may be found 
for its third office^ that of ^ding as a medium of 
exchange. It is obvious, indeed, that as money 
is a substitute for credit, credit must be a sub- 
stitute for money ; and it is well known that in- 
tematicMial commerce is carried on by means (rf 
bills of exchange which are in fact merely an 
exchange of equal credits, with very little trans- 
mission of money. In a commercial country the 
actual intervention of money, except in very small 
payments, is avoided with almost equal success. 
It is probable that not one thousandth of the daily ^ 
exchanges in London, in which the value of the 
property on either side exceeds forty shillings, are 
performed by means of money ; though in almost 
every one of them the terms are settled by a refer- 
ence to money, or, to speak more correctly, in 
^very one of them a sum of money, payable, but 
never actually, paid, is one of the subjects of the 
exchange. 

c 2 
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The obstacle to extensive transfers of credit 
consists in the difficulty of satisfying every succes- 
sive vendor as to the circumstances and character 
of the person on whom the credit is tendered. 
This inconvenience is remedied by Bankers ; — 
a class of persons who^ having obtained general 
confidence themselves, let out to other persons 
the benefit of that confidence. One mode in which 
they do this is by lending to their customers pro- 
missory notes^ that is, scraps of paper containing 
promises on the part of the banker to pay, on 
demand, a given sum of money. 

As long as the promise is believed, or, in other 
words, as long as the note is supposed to be con- 
vertible at pleasure into money, it performs the 
functions of money ; and as it is, unless for a very 
small value, more portable and less subject to loss 
or robbery, it is often preferred to money, and 
may circulate for many years, exchanged perhaps, 
on an average, every other day, and on every 
exchange effecting a new transfer of credit, until, 
when it has become too dirty and too ragged to be 
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safely handled, payment is at last required from 
the banker. 

The issuing of notes, however, is notjlife^n- 
cipal means by which bankers facilitate the trans- 
fer of credit. As soon as the use of promissory 
notes and bills of exchange, or, as they are usually 
termed, of paper credit, has become familiar, 
every individual, who deals much in money, finds 
it convenient to keep an account with a banker, 
and to make his payments by drafts or checks, 
that is, by written directions to his banker to make 
the payment. If the receiver of the draft make 
use of the same banker, he places it in his hands^ 
and the draft is satisfied, without any intervention 
of money, by a transfer in the banker's book. If 
he employ a different banker, the draft is still 
probably satisfied without the intervention of 
money, by periodical meetings of the difierent 
bankers, who, having each many drafts to deceive 
and to pay, set them off against one another, 
and pay only the balance* It is calculated that 
payments are made at the clearing-house in Lorn- 
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bard-street, to the amount of £4,500,000 ster- 
lings every day, and on some days to the amount 
of £13,000,000, and that the balance actually 
paid seldom exceeds £200»000. And even that 
balance is not pcud in money » bit in notes of the 
Bank of England. 

When a nation has readied a high state of 
commercial improvemrat» vfhen it possesses, in 
every district, banking establishments, enjoying 
perfed; confidence, and the use of written orders 
and promises, or, in common language, of paper 
credit, has become &miliar, the use of money as a 
medium of exchange may be entirely dispensed 
with, except £or those small payments which are 
not worth the trouble of issuing a note or a draft. 
And if it can be dispensed with, we may be sure 
that it will be so. The use of money, as I have 
often said before, and shall often say again, for 
it cannot be too frequently repeated, affords no 
gratification. It is a troublesome and costly n^ode 
of supplying the deficiencies of barter, and is 
abandoned whenever those deficiendes can be 
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supplied at less inconvenience or expense. *^ The 
^* gold and silver money," observes Adam Smith, 
^* which circulates in any country, may be com- 
'^ pared to a highway, whidi, while it circulates 
^^ and carries to market all the grass and com of 
^* the country, produces itself not a single pile of 
*' either. The operations of banking, by pro. 
** viding a sort of waggon- way through the air, 
" enable the country to convert, as it were, a 
** great part of its highways into good pastures 
^* and. corn-fields, and thereby to increase, very 
^' considerably, the annual produce of its land 
" and labour." " But," he adds that " the com- 
" merce and industry of the country, though they 
^^ may be somewhat augmented, cannot be alto- 
^* gether so secure, while they are thus sus- 
^^ pended upon the Daedalian wings of paper, as 
*' when they travel about upon the solid ground 
^^ of gold and silver." 

The intrinsic causes which give value to a 
sovereign are those which occasion gold to con- 
tribute to the gratification of mankind, and make 
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it difficult of acquisition. Either of these may 
vary, and the value of the sovereign will expe- 
rience a corresponding variation. But the value 
of a note for one hundred sovereigns is subject 
to vary in value, in correspondence not only with 
the money which it promises to pay, but with 
the honesty and solvency of the issuer. It may 
be worth a hundred sovereigns, or fifty, or no- 
thing. The only mode of ascertaining its value 
in gold, is to present it for payment, and thus 
relinquish, pro tanto, the convenience of paper, 
an expedient which will not be resorted to while 
confidence exists. The grounds upon which 
most persons rest their confidence must be ex- 
ceedingly vague. They have seldom the means 
of accurately ascertaining the circumstances or 
the character of those on whom they bestow it, 
and their anxiety to eflfect sales leads them often 
to accept, with little scrutiny, the medium in 
which payment is proposed. The confidence 
thus bhndly given must be subject to be as 
blindly withdrawn. The man who has taken 
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notes as readily as money, because he saw them 
taken by others^ is as ready to follow the exam- 
ple of others m rejecting them. The rejected 
notes crowd to . the banker who has issued them. 
If they exceed in amount the money which he 
reserves in his coflfers for their payment^ and the 
reserve of even the most cautious banker seldom 
amounts to a third of the demands to which he 
is liable, he must provide funds by immediately 
calling in those debts of which he can demand 
immediate payment. In times of commercial 
prosperity, a banker whose property is equal to 
his engagements, and who has managed his 
aflfairs with tolerable prudence^ will find no diffi- 
culty, though he may sustain some loss, in thus 
meeting a demand, or, to use the common expres- 
sion, a run upon him, for money, however extra- 
ordinary and sudden. If he have parted with no 
note without having previously received the full 
value of what that note promised to pay, and 
have always advanced what he so received in 
loans on good security, capable of being imme- 
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diateiy called in or sold^ (and tiiese are the eie* 
mentary rales for a banker's conduct,) he may 
indeed lose his profit, but it is scarcely prdbable 
that his creditors should suffer. But if the 
ron occur in the time of commercial distress, 
and still more if it be occasioned by commercial 
distress, not the utmost caution that is compa- 
tible with profitable banking, or the largest 
amount of surplus prc^rty wWch is likely to 
belong to one individual, or even to a few indi- 
viduals, will enable a banker to meet the de- 
mands of all those who are entitled to call on 
him for immediate payment. His debtors find it 
difficult to make their regular and accustomed 
payments, and impossible to answer an unex- 
pected caD. The securities which he sells are 
sunk in value, by the concurrence of an increased 
number of sellers, and a diminished number of 
buyers. He ceases to pay his notes on demand, 
and they do not merely sink in value, they be- 
come for a time utterly valueless. The inconve- 
nience and loss sustained by their holders spreads 
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alarm among all possessed of paper cunency^ 
The demands on the issuers (^ notes £or pa]^ 
ment^ and their ioal»lity to pay^ spread lO&e wild- 
fire. A great portion^ perhaps the greater por- 
tion of what acted as the circulatiBg medium oi 
exchange throughout the country beoomes valu^ 
less ; and the effects are precisely the same as if 
an equal proportion of the metallic x^urrency of 
the country had been suddenly annihilated or eix- 
ported. Prices , fall, the importation of commor 
dities is checked^ and their exportation i$ enoou- 
raged. The foreign exchanges become univer^ 
sally favourable^ and the precious metals flow in 
until the void, occasioned by the destruction of 
the paper currency, has been filled. If from fear 
of the recurrence of a similar calamity^ the legis- 
lature should now endeavour to limit the use of 
paper money, and should succeed in the attempt, 
the additional money thus suddenly acquired will 
be permanentiy retained, l^ut if things are left 
to take their own course, as soon as the storm is 
over the issue of paper will recommence, and the 
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precious metals, for which it aflforded a substitute^ 
will be re-exported. 

I have selected this from among the many cases 
in which the amount of the precious metals in a 
nation may require sudden increase or diminution, 
not because it is one of the most frequent ones, 
but because it is a tolerably accurate representa- 
tion of the state of this country, so far as respects 
money, during the last eighteen months*. Du- 
ring the three years preceding 1825, and indeed 
in the beginning of that year, this country enjoyed 
remarkable commercial prosperity. Advantage 
had been taken of that prosperity, or rather of 
the general confidence which it produced, to sub- 
stitute to a great degree a paper currency for the 
gold which previously circulated. The amount 
of country bank notes in circulation in 1822, 
as far as can be inferred from the stamp-office 
returns f, was about twelve millions, and, in 1825, 
had risen to between eighteen and nineteen mil- 

♦ This was spoken in June, 1827. 
t Tooke*s Currency, p. 39. 
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lions, . Gold to the amount of above £4^400/)00 
sterling was exported in one year, 1824 *, a part 
of it even to South America. I quoted, in my 
third Lecture, Mr. Tooke's account of the com- 
mercial insanity which prevailed in the beginning 
of 1825. Instances so numerous, and so exten- 
sive, of the misdirection of industry, have, I sup- 
pose, never occurred. Our loans to foreign 
states, which, as far as we are concerned, have 
declared themselves insolvent, the waste of our 
mining speculations in America and in our own 
dominions, the dissipation of the funds of so many 
joint-stock companies, all these are among the 
most palpable, but not the most important in- 
stances. The greatest losses were probably sus- 
tained from our excessive importation of foreign 
commodities, at prices extravagantly raised by the 
mutual competition of the importers, and from 
an undue extension of particular branches of ma- 
nufacture, — that of silks for instance, — from a mis- 
calculation on the part of the manufacturer either 
*Mushett, Currency; p. 172. 
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of the quantity for which the public were ready to 
pay an equivalent^ or of the extent of the whole 
concurrent additional supply. 

Commercial blunders so gross and so exten- 
sive necessarily produced wide embarrassment 
and ruin : evils not confined to those whose mis* 
calculation had^first occasioned them» or even to 
their immediate work-people and dependents^ 
but involving many, who> having acted with ap- 
parent prudence, suddenly found their nu^ket 
destroyed by Urn ruin of their expected customers. 
It was under these drcumstances of commercial 
distress^ that accident or maKoe occasioned a 
sudden run upon aconsiderabte bank in the west 
of England. Its failure shook the credit of a great 
London banking-house, which, after struggling 
through difficulties for upwards of a week, 
during which it paid away, it is said, more than 
£1,400,000, stopped payment early in December. 
The notoriety of ihese difficulties in the first in- 
stance, and the eventual failure, spread terror 
among the creditors of the country banks, above 



Digitized by 



Google 



FROM COUNTRY TO COUNTRY. 31 

thirty in number^ connected with that hous^ and 
many of them were unable to stand the run 
which followed. The failure of a great Yorkshire 
bank alarmed the northern part of the kingdom; 
and the consternation became general, not only 
among the holders of local notes, but among de- 
positors, as well in the metropolis as in the coun- 
try. Then followed that dreadful week which 
has been called *Hhe panic," in which the ques- 
tion every morning was not, who has fallen ? but, 
who stands? — in which nearly seventy banks sus- 
pended their payments : a state of things which 
if it had continued only forty-eight hours longer, 
would, according to Mr. Huskisson, * have put a 
stop to all dealings between man and man, ex- 
cept by barter ; in which, in fact, nothing but the 
unexpected arrival of about 200,000 sovereigns 
from France, the discovery, in the cellars of the 
Bank of England, of 800,000 one pound notes, 
long before condemned to be burnt, and the inter- 

♦ Feb. 10th, 1826. Pari. Hist. 199. 
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vention of a Sunday/ preimited ibe manifest 
failure pf an esttbUsbmeirt, vfhx^ we r have b^en 
accu$tpme4 filmo$t i^^oojmd^ ^ fwf.of.^hd-con- 
stitutioiit.' - •:■ . •■ -, v-Ti .•■-•1 I •• •:, -. . 

Most hf^ppilyr tbf^iQank .of JB^^McL/did.not 
stop payment* aa4 fstwt ; happily^. atoMmUy and 
notprioudy its p(?t§s refe^ipQ4itltt5ir.«%OT«pcjp^^ 
happily alsp, tbe directory Jb^^;thfi .co^ifage to 
increasfi tb^ jssqes. That iofitfta«s,h0vrevBi:;^ did 
not nearly -^u^l b ^^»ou»t fl>e c^iMtti^ notes 
which had ce^ed to circulate. .. T^ e6!w(^:4here- 
foret^ was the e^rae as if a. considerable poftioftof 
the currency of a ppuntry^ hs^ving only a\,ni?taUic 
currency, had b^en suddenly annibilated. Prices 
fell ; the exchanges, .^hich had been agaia^t us in 
our prosperity, bec^jm^i fayourable in our adver- 
sity, and, gold flowed in every directkmi. Many 
of the boxes of sovereigns, which had b^n ex- 
ported to Paris in the previous year, returned 
without ever having been unpacked. I believe 
the influx of gold , has now ceased, but it qon- 
tinued during the greater part of last year 
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As dur misfortunes were attributed chiefly to 
our paper currency^ especially to the portion of it 
consisting of small notes^ an attempt was made 
immediately to limit, and ultimately to extinguish 
them. An act was passed^ prohibiting the issue 
in England of any small notes^ damped or dated 
after two periods in the year 1826, and absolutely 
forbidding their use m England aftpr the 5th of 
Aprils 1829. Scotland and Ireland were to have 
been included in these enactments, but success- 
fully resisted them. If these enactments are 
persisted in^ and if the omission of Scotland and 
Ireland do not render them nugatory^ we shall 
retain the gdid which our distress forced upon us, 
and probably require a further supply. If we 
revert to our former system^ we shall again part 
with that portion of our gold which the returning 
use of paper will have rendered unnecessary. 

This is not the place to inquire whether our 
small notes really produced the evils attributed to 
|hem» or whether the security afforded by an 
increased metallic currency is worth the expense 
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of keeping U upc they are wbJ€<Jte 4)i great 
interest and difficultyy iHlf will itid Hielr place 
rather at the.ctose/ than ^ the begmnmg o( these 
Lectures. It is clear^ htiwevir, that,, as* ques- 
tbn of immediate pifofit and loss, the iiecesi^ty of 
importing so much gold during the last year 
must have considerably aggravated the dlstrete 
of the country. It could have been obtained 
only by the sacrifice of the results of a portion of 
our industry aiid natural advantages, to obtain 
what ? merely the privilege of giving a sovereign 
where we had previously given a note or a checks 
It is clear^ also, that if we again suffer small notes 
to form a considerable portion of oiir currency, tlid 
immediate consequence will be, that we shall ex- 
port some millions of sovfereigns, not only without 
inconvenience, but precisely because we find the 
use of the notes more convenient, and shall re* 
ceive for them an equivalent in foreign commo- 
dities, every one of which will be a source of 
enjoyment. Nothing can be mome correct* thatt 
Adam Smith's illustration. The use of the pre* 
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cious metals^ or of any valuable article as money, 
like the use of fertile land for a road, may be 
necessary, but is a necessary evil. To part with 
them always produces an immediate increase of 
enjoyment — ^to purchase them is always an imme- 
diate sacrifice. 

I propose, in the next two Lectures, to consider 
that extraordinary monument of human absurdity, 
the Mercantile Theory ; or, in other words, the 
opinion that wealth oondists of gold and sOven 
and may be indefinitely increased by forcing thehr 
import^on, and preventing ihcir exportation : a 
thebr^ which has occasioned, and still occasiona, 
W€)re vtee, miisery, aad war, tlum all other errors 
iput together. 
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LECTURE IL 

MERCANTILE THEORY OF WEALTH. 



An eminent writer^, perhaps tb6 only man whose 
acquirements and virtues da honour both to a 
Spanish and an Ehiglish University, while com- 
menting on that ^ctraordinary passage in Ihe 
History of Human Knowledge, the inattention of 
the aiieients to the philosophy of wealthy has com- 
pared their state of mind to tiiat of (Children in 
the house of an opulent Irader, who; finding the 
necessaries and comforts of life supplied to them 
with mechanical regfularity^ never inquire into ike 
machinery l^ whidi these efEscts are produced^ 
or, if they ever do think about it, suppose that 
break&st, dinner, and supper succeed one another 
by the spontaneous bounty erf* Nature, like spaing, 
summer, and autumn. 

* The Rev. Blanco White. 
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. If I might venture to carry a little farther the 
parallel which has been begun by so masterly 
a hand, I should say, that wh^n first the chil- 
dren turned their attention to the sources of their 
comforts^ finding that thdr father often talked of 
the difficulty of getting money^ and seldom of 
Uie diffiev% erf speading it,— -that he ge^erally 
spoke of his fbrtime as coMstipg^ of the money 
he was worth» and tiiat tiie mptive wlttcti h» 
l^neraUy assigned lor refusing them any luxury 
was, thai he had not money enough to afford lis 
they concluded that their enjoyments dq>ended 
rather on th^ mpney whiph their lather received^ 
than on that whidi he qpent ; that their abun- 
dance depended on the amount of money, for the 
time being> in his strong box, and would be 
increased indefinitely, provided that amount could 
be ind^itely augmented and retained. The 
obvious mode of Meeting this wise object seemed 
to be to cause as much money as possible to 
come in^ and as little as pos^ble to go out ; to 
encourage every exchange in which their father 
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reGehred immey/ apdta diaoottage efetj one in 
whidi be parted with it : tcv J&twiir Us^ Irade mUk 
\m own cnirt<inie»t and to wsitnisiewty trade in 
wbich he was a ouslomer Uihsdf : tofed^d liis 
imfting vnAi a db^fte sdiiUiag/ tiiai he leoaved^ 
^tnd to put an end to the uaitwuiable commi&rce 
«rhicfa he earned on with his^ green^gtoeer and 
bis dhoehlack^ by turning his manolEietorfes ii^ a 
^tatoe-gapden^ making his ifeavers ^, and ce- 
questing him to employ^ in Uaoking his own 
shoes^ some of the time vrhich he formoily de- 
voted to his'shop. 

I fear that the absimlity of mj euppositioa may 
appear ahnoet fareieal. So true it is that the 
Iblliei^ of real life are toogross not merely for fib* 
^n^ but ahnost for hypothesis; and that whole 
nations it&cy for centuries act^ or endearonr to 
act^ upcm principles whidi it seems a roeire bar* 
lesfue to attribate to an individuaL Fen* in what 
does the mercantile system^ wtth its prohibition 
of the exportation of ihe precious metals, its com* 
mercial U'eaties with those nations which are sup- 
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po9e4 #9Pfft UMy iQ W]^ly gokl a^d salver, its 
j^hH^^oii «^ itastrk^bs of the in^fjtatioii of 
tboB^ commoKUtii^ whk)h are siqppos^ to ocoasum 
W unfq^v^oumbte bslaio^ of trad^ or» ia other. 
WPfds^ a tm^ in which the inrecious metab ara 
ejqported^ and itis hoiurties on th^ ^iqportatibn (tf 
i^m^ cK^ipod^ies whieh aiie sap|M)&»d 4o be paid 
for in gold and silver^ and its a£ta»{^ to render 
US imlependent^.asit i& termed^ of foreign nations^ 
by forcing us to produce at home what ooujd 
be. ob^ned better or more al]^tndaatly from 
abroad;: in which of these attempts^ and tl^y 
cQiKstitute its essence* does the mercantile system 
cMfer from the conduct of my supposed children ? 
If nothing should opc^r to check the world iqi its 
present state of improvement, and lOOQ; years 
hence, when all traces of the mercantile i^tem 
whk^h at present clogs aU our actions, and dis^ 
turbs all our reasonings, shall hate vanished; 
when the rulers of every nation shall permit thw 
rabjects to use to the utmost their own advalb^ 
tages, and profit to the utmost of the advantages 



Digitized by 



Googk 



40 MffilCANTlLB THEORY OP WBALTil. 

possessed by their ndgWboars ; Jf> m Hbak niineiiT 
nhiin of good jHMe/a copy of diese l6 Unw» sfaaH 
be discovered, I shall be comddared probably a 
recluse aoadesoicy totalfy (mao^pMiiftKl' with the 
real fawiaa^ of tfie wufldy abd dadainiiiig ^firan 
my doister«gaiarfrct>iiiiolM4a^ too Mm* 

stipous io ii«v& had ^aa7>l»ut « imitmafjf ^Adstmce 
HI my own imi|[iiiatiott. < 

. 1 need not give tofsdd nuR^ trouble Bbout the 
opinion of posterity, but my>present heafldrs^have 
a right to reqdre fironi me some acconntltef the 
cases tiiat "uabled a set of opinions whidi dot not 
even adnnt of being plan^y staled; to prdnui so 
nnivaisafly> and 'to remuff for so maby otiaturies 
miqnertioned* I am; iBdinedto asoribfe their im«- 
mediate origin more to 0^ use of money as a 
measure of ^sAue than to its use as a medimn of 
exchange^ A man possessed- ^ aa extraordkmry 
nombv of vahable Aings is rich ; bat tiieideGOTst 
tHodB of Btating hb comparatiTe wealth is to^alate 
the aggr^fate of Ihe sums of money for which all 
his possessioM would sdl. We say, perhaps^ 
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thaA be liaa lOD^QOQ {K)unda;; meaiitng that such 
is tiie^ag^n^tip^otm^oC'the mam oimowj for 
wfaichlatt bip jHsipbFljrttBight fbe^sdd, .'When ap- 
plkd itii anhiiidiyMH^^^ 'l^tog^^ Imda te^ iio 
nnafl^piDdbeDciQBi; '^W^iJhatem jAkt Asii^getson 
vAom w0 faaitot deto^bed()i90^^pd»^^ 
poiinda';idf)e8:Mytiii[i'f^ tfc^M; he 

does not habitaally keep wilfcr hknti^mudi iiioiie3r 
aa at |H^ idiqfike^pen dliimk sme teotU or cHie 
hiii^Itwldt of hk foriime^^i And twe> aper qmte 
awar^ that i£ wee ooridc feit»i MQr.to.incmate^tte 
mon^> th^ jbt& Aomft^dy^to- ieix /tisKs its mml 
sn<iinit^ wesbMidimpovie^^ 
Mm/ BhI wfam meo Jteason upon national waaHh, 
thay aeem to: forget thai it i& merely the^aggreg^te 
of ^e weidth possessed by iadivtdgals. Tbmr 
mmkk are confused by its mogmfyde and /eaca- 
pkxi^; hecaiae the wealdi pf a nition^ like ihe 
separate masses xxf which it is compioBed^ mdy be 
oM^ntol in .mcfn^, Haey ^axppsMe that k ico&siste 
of mon&jT ;**^a msiake as ffrosBy and perlgafRs as 
natm^l^ as Uiat of a child who, bearkig that a 
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giTon tnerclntiit kul 100^000 pounds, shcmld.^- 
pose tlmt he had a box oontUMi^. ftqit ptm in 
gold and silver* ' • 

When this stran^ misappreheraaon of tfafe 
nature of w^Ui had prevailed^.! have no (joubt 
that it W2^ indebted for itsoontinaanice piinci* 
pally to the imposubility of reducing its pfin<- 
cipfes to practice. We have seen that to sell 
without buying^ or even to 09ntiBjtt)e seHiag nore 
than yom buy, that is, to effect the object pro- 
posed by the nmoanttte aysteaQ^ the Sanmg a 
constantly fevourable balance of irade^ isimj^sbe^ 
ticable. ]^t if it had bem practicable to a 
^en extent ami for a. ^ven time ; i^ by force of 
prohibitjions^ restrictions^ and l:;puaties^ we had 
been able^ for twenty years io^l^er, to nake our 
exports exceed in value our mqports^ to Ae 
amount, we will say, of five millions soling, and 
by a vigilsuit coast blodcade to retain the balance, 
we diould have found, oursdves, at the ex{ur^cm 
of that period, possessed of a hundred millions 
i^^ing in gold and silver, in addition to our 
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money psevkmlf ir drculatimi^ ivUch lias aever 
;probti)]9r exQeetkd foif{i milUoiis. It k: difficult 
.to say to- what extent siiob an addition. to oiiir oui^ 
rancy, uncc^d for by any pre^ioiia deficiency, 
WicmldiiayeTaisecl the prices of all English ocmm^ 
datie«9 and hm¥ low its abstraetioQ from the enr- 
tr^ftcies of ib^ rest of the woi^ would haye sunk 
the prices of. sdl foreign eommpd^ies. It i& evi- 
^dent, lioweifer^ tiiat the rise here smd the &11 
^road must have been such as^ when the power 
iof ikeeping up the blocLs^le ceased^ would be ki«- 
coomsistent witii die epntinuaqpe offoretgn com<> 
m^ce on any terms but tiiose of re«63qK)rting.tibe 
precious metals. When we found ourselves de- 
prived not only of foreign luspries and cpmforts, 
Df wine^ tea^ and sugary but of the materials of 
our most essential arts/ of cottcm^ deals, and 
hemp^ and repaid only by the pleasuve of vieiag 
five sovereigns to make a purchase which might 
have been previously effected by oae, such a re- 
ductio ad absurdum would have been irresistible^. 
We ^ould have instantly seen the neeessily of 
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taAer exportlog our supeiflaaiift'airaey, tiiaii jof 
rematnij^, like. Midas^ nbundaatly fvovidad mth 
gold^ but io want of food, laimeoty andt dieltor. 
It is precisely because the clgact of the ju^cautile 
qfstemis unattainable, l^e^se a balance. o£inide 
umvca-saUy fav^ucable .caiwot be treated .uad^ 
ordviary citfsam^tmflWf PiV if cxwk^ coidd not* 
under ordinal^ <^u(euinstaBioea» be retained for a 
montjb* tltat. the absurdity lof tbia syatBm retrained 
sa long; undetected! and i3 ^iU^geneiaUy unao- 
knowledged. It follows a wUl-o^t^ . ¥ri$p» wAmh 
<jm remain ^m ob^t oi pwcwit tmly ao loiv ^ 
its leal pa^bfiveris unknown. 

But, it may be said, grantoig .tibe delusion, aa 
to tho pr9(ctic^bility and the?utiHty of the end pro- 
posed by the inereautile syateni^ to haye been uni- 
versal, (and uniyeraal it certainly was, and aknost 
continues to be,) yet, as the means are so dearly 
produQtive of iwinediate injury^ how oame they to 
be .«Q readily acceded to? How comes it tb«t 
any d^[wrture froid them is solHuitted to with 
jsuch reluctance ? How comes it that people are 
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SO anxious/ in this instance alone, to sacrffice im- 
faiediat^ to ike hope of future benefit ; to submit 
eagerty to genektd and immediate privation in the 
hope of a national benefit hereaRef^?" . ' 

The answer id, that though restrictfons and 
prdUbitioAld of importation, arid bofonties on ex- 
portation, ahvays ocfcasioh^ public loss, they pro- 
duce, ^r are supposed to pi^uce, ititdividual 
gain ; and the preponderance in iimdunt of the 
loss over the gain is more than compensated, so 
to as either acts on pubik; opimon, by the con* 
e^i^aration of the gain, and' tiie cttOfoi^on of the 
loss« A restriction or pl*ofaibitiob of the mfortsi^ 
^n of iBy fc^tdgn co»tiK>dity occiBMsietis a loss to 
tiiose persims who i?t^ld 4iate prbduocd the 
English commodity with wl^ &e exckded 
foreign cmnmoditywookl have be^ purchased; 
but these are unascerfoined peiisons« No diaa 
feels that he is one of the persdns i^ecuHariy 
aalitled to complain. It occasions aldo a loss to 
aU tiiose who are forced to parekase the deimar lor 
the inferior English ccmimodity. Bert thoogh the 
sum of these inconveniences is most oppressive. 
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the evfl in eacl^ partioular instaiioe is generally 
trifling. Oii tlie oih&t band, tbe pr<;daoer df &e 
Eilglii^ commodity, for which the foreign ene 
might be a subs6tate> iS an stscerlftined persoii 
fully estimating^ and ^eneitilly ov^^estimattmg, 
th^ loss to iniiidb'ihe admission of a rmd wouM 
subject him^ and> if' possible^ exaggerating Ua 
owtt terrors in his expression of them. ' - 

Nothing but inquiry into the detaib of orar 
commercid law will convince those among my 
hearers to whom the skitiject is not femiliar, how 
trifling tnay be the individual gain that h ofi^red 
and admitted ^s m effitettial cduntopoise to a 
public loss. We sabmit^to a loss^ exceeding prcv- 
bably a million sterling' every year/t)ccasbned by 
the restrictbn oh tfie importation oi Baltic tim^ 
bbf^ and ivoli»iiarily inoGalate- our booses mA 
dry' rot/ lest saw^mills in CSanada^ and sUpsIn fte 
N^>i^ Americain timber trade^ the a^regate 
vidij^ of which does not amount to «a miHidn sta> 
lita^; should become tess productive to thdir 
owner*. We prohibit mgw refined in &e ^tt- 
louies, and conseqnentiy import it m a state more 
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balky a»d moi^ p^sbibb> list itho 'pic^^ of a few 
nigar-rdiier^ dhbuld : be ksmed* Other idiih^ 
ness maybe at idfeiis^^ but now is soimblostHngv 
becAuse nond is »> tolbiated^^&at of a mofio^ 
polist.daiming a ^^sied inte^it in a public itijury] 
.The subject is &iiU fttrther x)bftdufied by ^bttt 
{)oW^rfi^ instr^taeot of cii^ucftm^ national jea^ 
lotii^j^ Freettt'aite^.is not otily ijo derive usirf 
our moAfcy, it'i^ also to carry ii to owr iij^li*» 
bours; il is to do worte than iinpovj^rL^/our^ 
s(dvea» it is to j^urioh thenti. Tbe trade with, i 
oooi^Bry is likely to be advantagiebus in pr^pbttbn 
to jifas exUnt> produdiiVeness^and pro^mity. Tfao 
toute between Bliddlesi^mdyKent is more ad^ 
vantageous to both parties 4ban .ftai fa^fanr^esl 
Middlesex and Caithness. But those very cir- 
cumstances are th§ (»maes of national jealousy. 
The trade between Great Britain and France 
would be the most beneficial that either country 
6ould carry on : they ar6 countries of great ^tent 
and powers of produ6tion ; their respective wants 
and supplies are happily adapted to each ol!her; 
and the short ^ea, which for commercial piirposei^ 
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n^ier uDites than sq;>arate8 tliein> reduces the 
^qpense of carriage abnost to notiiiBg. The wmes 
of the.Garosne would naturally be cheaper in 
London than in Paris. The mineral treasures of 
Wales and Cornwall wodd find their way as 
easily to the Loire as to the Thames. For these 
very reasons, each nation has always q^ercised 
Iter perverse ingenuity to ^ndude the commodities 
of her neighbour; and so well have they sue* 
ceeded» that the imports of Great ftitain from 
France^ instead of forming, as they naturally 
would do, a third or fidurth of all our imports, do 
not exceed a fiftieth. Hie mercantile system 
seems to have proclaimed* and national jealoui^ 
to have re-echoed — 

Nequicquam Deus abscidit 
Prudeos oceano dissoeiabili 
Terras, si tamen impisa 
Non tangenda rates transfliunt vada. 

Another most efficient fallacy consists in a 
use of the word *^ independent/' To be inde-» 
pendent of foreign supply^ in consequence of 
the abundance of our own* is unquestionably a 
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benefit* liv/e ooul^giy^ to our soil ^qd climate 
the jpr9dijctiYO,^ppyKier3 .cJf 1A^ richest plains in 
Mpx^cor '^^ i4ste%d.4^ ^^g^ w- t§n^ obtain a re* 
tur|^jQf^4ftiBftx,.WjWeft«Vidr^ grain of 

w^e^t^on^^^ed^ ttw^rth» W0^^^<ibe inde- 
pe^^firf/pf feiiwgg grai*4il^J;l}aJ)wrtt:\wa^ 
c(H)aiat.^t4a{^ililli$p6nA9W^9i ll^utin tb^nbimd- 
ance* The itttepfeoft^ce . of the-inei»iitife eys- 
tew ^'.af(}CQlVl|mnil^ no^ %Mal|iioil)ai^e^ bwt by 
pidvfittion I in ajsafla not fisonr the exieat, h\A fcom 
tho iiilst]ia]|(8igtnHmt of tour reso*n;e&{ not from 
our rifdtfs^ but 'feoiii due detf^inftided povad;y% 
It IS the: indepeodenda of Swifl;^ who deprived 
bknadf^ (huiog ihef^ last years of his sanity, of the 
power of reading; by an obstinate resolution 
never to use glasses. It is the independence of 
my supposed trader in bladdng his own shoes. 
It is to be independent of the footpath^ by walking 
in the kenneL 

Independence of our neighbours has, however, 
sometimes been recommended, not as a means 
of wealth; but of security. TTiis view of the 
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subject is not within the scope of Political Eco- 
nomy. If I might venture to travel somewhat be* 
yond my sphere* I should reply that it se^ms for-^ 
gotten that dependence, as well as independence^ 
must be mutual; that we cannot be habitually 
dqiendent on another nation for a large portion 
of our annual supplies without that nation's being 
equally dependent upon us. That if such a mu-* 
tual dependence should increase the inconveni- 
ences of war to the one, it would equally increase 
them to the other. That if the supposed inter-^ 
course were one in which England received raw 
produce in return for her manufactures, or even 
her gold^ (and such are the cases in which thi3 
s^gument is chiefly used^) such an intercourse 
would bind to her the foreign country in question 
by the strongest o^ all possible ties^ the imme* 
diate intere^ of the owners of the soU^ the iQOSt 
powerful class in every community^ and the only 
class possessing pover in a poor country. I 
should illiit^rate the/ argument by . our relations 
with the Baltic state^. I should observe that 
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our dependence on them for the principal mate- 
riab oi 6ur navy, — sl dependence carrying a pecu- 
fiar appesurance of insecurity, never seemed to 
diminisih our strength during war, while the 
dependence on England of Hie Russian land- 
holders for their rents, made peace with us abso- 
lutely essential to them; and actually enforced it 
by means of the unpunished murder of one sove- 
reign, and unresisted menaces to ainother. And 
I i^uld infer from all this, that an attempt at 
commercial independence must infinitely increase 
the chances of a war to a nation, by diminishing 
the motives in other nations to remain at peace 
with her, and, by impoverishing her, must make 
her less able to support the wars to which it in- 
evitably lead3. To the mercantile theory, besides 
its own peculiar follies, we may in general attri- 
bute the greatest of all human follies, the exist- 
ence of war between civilized nations. 

It will be observed that I have considered all 
interference with the natural channels of com- 
merce, all prohibitions and restrictions on im- 

£ 2 
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portation^ and all bounties on exportation, as 
founded on the mercantile theory; or, in other 
words, on the belief that wealth consists of gold 
and silver, and that the amount of the gold and 
silver in a country is to be increased by se- 
curing to her a favourable balance of trade ; thai 
is, a trade in which her exports shall always 
be of greater value than her imports, and the 
balance be paid to her in money. I have done 
so, because, with three exceptions, which I shall 
mention hereafter, no plausible defence of any 
interference with commerce can be made on any 
other principle. I say no platmble defence, be* 
cause I should not consider a wish to favour one 
class of the community at the expense of another, 
or at the expense of the whole community, a plau- 
sible defence. I do not consider the monopolies 
which Elizabeth, in the ignorance of her times, 
thought, or pretended to think, cheap rewards to 
her favourites, defensible. Nor do I think a 
monopoly in favour of a class more defensible 
than one in fevour of an individual. 
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I know, indeed, that there are many honest 
maintainers of the opinion that the prospeiity of 
a country is best promoted by protecting her in- 
dustry from foreign competition, and rendering 
her independent of foreign supply, who do not for- 
mally admit the truth of the mercantile theory, or, 
more frequently, are ignorant that such a theory 
exists. Such persons, in general, are mere re- 
peaters by rote of prejudices caught up in conver- 
sation, and if they ever search for a reason, are 
satisfied with finding one in the sounds ^^protec- 
tion** and ^^ independence ;" — sounds, they think, 
entitling them to the countenance of what they 
call common sense. When it is possible, how- 
ever, to drive or to seduce them into argument, 
their first or second move leads them inevitably, 
as I remarked in my last lecture, to the mercan- 
tile theory. They cannot deny that the commo- 
dities which they would exclude must be given 
to us gratuitously, or in exchange for our own 
produce, or for money. The first supposition, 
granting that we could be suflFerers by it, is 
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too absurd even for the reasoners whom I am 
describing. If they adopt the second^ tiiey must 
admit that die loss to the producers* whose 
Imports we indirectly prohibit^ balances the gain 
to those whom we forcibly encoun^, leaving 
the loss to the public uncompensated : they are 
driven^ therdbre^ to maintain that tlie payment 
would be made in money ; and to fivj^pose that 
such a payment could contiBue^ and would be an 
evil, t* the mercantile theory. 

I have obsorved, however^ that thare Bare tiiree 
cases in which an interference viriih the naftural 
course of trade may be defended^ without feoourse 
to the mercantile theory. The first is^ where the 
deil^ce rests on die grounds of secmrity. This 
argument I have already dkposed of. 

The second case is, where a long persistance 
in the system of exclusion has occasioned the 
formation of expensive domestic establisfameats, 
and the education of numerous attifioers, to 
whom the admission of tiie foreign commodity 
would be injurious. The answer to this argu* 
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ment^ on the mere {principles of Political Eco- 
nomy, is obvioQft. The only purpose of the 
supposed establishments and skill is, the pro- 
ducing the commodity in question. If that 
commodity, or a substitute whidi is preferred to 
it, can be obtsuned without their assistance, they 
ai:e as useless as a machii^ which has been 
superseded by a better invention; as useless 
as a f&nry after the erection of a bridge. In 
one of the debates on the silk trade, in the 
heginmsig of ike last session,* the Member for 
Co\^ntry ^* stated that there were in that city 
'' 9700 looms^ 7500 of which were in the hands 
^* of operative weavers, who applied their ma- 
'^ nual labpur, as wdl as their machmery, to 
^^ the manufaotttise of ribands. Tliese looms 
^^ were for the most part of the worst possible 
*^ construction ; and it would scarcely be be- 
^^ lieved that the improved loom in France would^ 
'* in a given time, produce five times as much 
•' riband as the common loom in England, wifli 

*1 Pari. Hist. 1826, p. 38i 
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*^ the same degree of manual labour^ He could 
'^ also state that there existed an improved ma- 
^^ nufacture in Germany, by which one man could 
•^ make forty-eight times as much velvet as could 
^^ be made in an equal time by an English ma- 
" chine. What chance was there that the Eng- 
^' lish manufacturer could maintain such a com- 
^' petition?" 

As a mere question of wealthy the answer ii^ 
what object is there in such a competition? To 
perpetuate the old system, because^ whenever 
it is abandoned particular interests must suffer, 
is a principle which, if fairly applied, would 
lead to the suppression of every improvement 
whatever. No improvement can possibly be 
made which shall not be immediately injurious 
to somebody. Printing ruined the copyists ; and 
the Turks, to protect their interests,- prohibited 
it. Vaccination was deeply injurious to medical 
men. Steam-boats interfere with our coasters 
and packets. And if the vacuum engine should 
be perfected, it will in their turn deteriorate the 
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value of the existing steam-boats. But would 
not any legislator have been hooted from his 
post who should^ on these grounds, have prohi* 
bited or restricted printings v£U)cination> or steam^ 
boats ? Will the proprietors of coal mines be 
heard if they pray that Mr. Perkins be restricted 
from making any , improvements in the steam* 
engine which shall diminish the consumption of 
coal ? And in what does the substitution of a 
foreign for a domestic commodity differ from the 
substitution of one domestic commodity for ano- 
ther? If the powers of the French and German 
looms had been such as they were stated to be by 
the Member for Coventry, we should certainly, on 
the removal of the existing impediments, have 
procured from France and Germany all our ri- 
bands and velvets. We should have procured 
them by extending some branches of our do- 
mestic manufactures, in order to produce commo- 
dities to be sent either to France and Germany in 
exchange for the ribands and velvets, or to some 
other country to purchase money, with which the 



Digitized by 



Google 



58 MERCANTILE THEORY OF WEALTH* 

ribands and velvets wonld have been purchased^ 
The diminution in the price of ribands and velvets 
would have enabled the consumers of those com- 
modities to devote to otiier purposes a larger po- 
tion of their incomes^ which would have afiwded 
means of further extending the whole industry of 
the country. Without doubt these changes could 
not have taken place without peculiar suffering as 
well as peculiar benefit. The Englbh manufacture 
ers of ribands and velvets must have been injured, 
just as the English producers of those articles, for 
vdiicb the demand was increased^ must have been 
benefited. So, if Mr. Perkins's improvements 
take place» we shaU perhaps cease to raise the 
same quantity of coal. We shall also devote 
more of our labour to the production of steam-^ 
engines, and to those manufactures in which ihey 
can be serviceable. And to do this, we shall pro- 
bably be obliged to discontinue or curtail some 
other branches of industry. In this case, as in 
the last, there will be partial individual suffering, 
as well as partial hidividual benefit. In both cases> 
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bettdes Hit partial suflfenng and the partial be- 
neit^ is the gnraeral bmefit to the whole commiuiity 
considered as consumers. A bene6t Whidi wHl 
be pernmnent^ while both the gain and the less 
to peculiar classes of prodiecers will pass avmyi 
If we should think it madness to prohibit^ or to 
tax, the use of an imf^roved steam-engine^ be^ 
caiese it must be injurious to those employed in 
raising ooal^ what pretence is th^ie for prohilnting 
or iaxing foreign ribands or velvets because 
their importation would be injurious to the English 
silk-weaver? On v^ai pret^ce can the man 'who 
throws the shuttle claim a protection Miiich we 
dbonld deny to Imn who toils in the mine^ or 
navigates the collier ? 

I shodd grieve to be supposed indiffi^^nt to 
the partkl evil which mmst accompany any 
change in the channels of commerce^ however 
generally beneficnal. I am far even from think- 
ing that the peculiar evils sustained by those 
who are injured are balanced by the advantages 
obtained l^ those classes of producers who we 
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peculiarly benefited by the change. I well know 
that when loss and gain appear equal, the loss 
is a greater evil than the gain is a good. I 
resist the interposition of government against 
the most beneficial direction of oui: industry, 
or, in other words, I defend free trade, solely on 
public grounds. Solely because to prohibit every 
change which is accompanied by individual injury 
would be to prohibit every improvement what- 
ever. Because the effect of such a barbarous 
policy would be at best to keep us at the point 
at which we stood when it was introduced; — 
to sacrifice, in fact, the very end of government. 
For what is the end of government but to pro- 
mote the happiness of the whole by forcing the 
interests of individuals to bend to those of the 
community ? — ^the few to submit to the many ? 

I am aware, however, that in the existing state 
of knowledge and feeling in this country, any 
attempt to apply at once to foreign commerce 
the principles on which we act, and that as a 
matter of course, in our internal trade, would 
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be unsuccessful. We have been accustomed 
in our internal trade to see every improvement 
accompanied by individual sufferings but we have 
also been accustomed to consider the general 
benefit as overbalancing the partial injury^ and 
at once to stifle complaints by replying^ ^^ these 
^' are the ordinary chances of trade ; when your 
** manufacture was introduced you injured some* 
** body else, and if we were to prohibit or restrict 
*' whatever interferes with existing interests, we 
" must remain stationary for ever/' 

Unfortunately the prejudices of the mercantile 
theory have prevented the application of this 
reasoning to foreign commerce. They have done 
more ; they have turned against improvement 
the very argument which ought to be decisive 
in its favour. They have enabled those who 
fear that they may suffer individual injury from 
foreign competition, instead of merely deprecating 
that injury, or praying that the sacrifice of their 
interests to those of the public may be as much 
softened to them as possible, to found their op^ 
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position on public grounds; to proclaim that 
every deparfaire from our system of exclusion will 
make us dependent on foreigners^ and deprive us 
of our money^ and in short to call in aid of what 
they suppose to be their own immediate advantage 
all the absurdities of that monstrous theory. 

In a representative government, where each 
individual may proclaim in their utmost exag- 
geration his sufferings and his fears, where the 
power arbitrarily to do good is chained by the 
same fetters which restrain the power arbitrarily 
to do evil^ where, in short, public opinion is 
omnipotent^ and is^ on these subjects, so ill** 
informed^ and therefore so easily misdirected; 
there appears,: at first sight, no Kmit to the 
extent to which individual interest^ popdar pre* 
judice^ and national jealousy, might not carry 
the system of exclusion. There appears at first 
sight no reason why the di^ead of foreign compe- 
tition^ felt in turn by each class of producers 
sboold not have led us at last to the perfect 
ncm-intercourse of Japan. In fact, as far as 
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legislation could effect this object, it seems nearly 
to have been attained by the statute passed in 
the third year of the reign of Edward IV. Mr, 
Daines Barrington's abstract of this statute is 
in the following words : — 

^^ Tlie fourth chapter is intitled, ' certain 
^^ merchandizes not lawful to be brought ready 
'^ wrought into the kingdom.' It enumerates 
" almost every kind of goods which can be 
'^ imported, and may now be looked upon as 
' • the fundamental law of the customs ; founded 
** upon the best principles of commerce/' 

Such were our principles of commerdal legis* 
lation in the fifteenth century ; and 30 little were 
they improved in the eighteenth, that a man of 
Mr. ^arripgton's high station^ public spirit* and 
genearal knowledge, believed that a prphibitioil 
of '* almost every kind of wrought goods that 
^^ c^i^ be imported," was ** founded upon the 
^^ best principles of commerce." And so slow has 
been the subsequent diffusion of knowledge, that 
for repealing that statute in our own times Mr. 
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Hoskisson has been called ^^ a hard-hearted thep- 
** rist^ exceeding the devil himself in malignity, and 
'^ in contempt for the happiness of mankind." 

Happily^ however, there is in the political, 
as in the human, body, a vis medkatrix, which 
for extraordinary evils produces extraordinary 
remedies. The absurdities of the English laws 
respecting landed property produced uses and 
trusts: the Violence of the feudal times gave 
nse to knight-errantry : when exclusion became 
the fundamental law of the customs, it was neces- 
sarily followed by smuggling. The smuggler is a 
radical and judicious reformer. His labcmrs are 
unhappily confined tp the least bulky articles, but 
as far as this field extends they are always directed 
to timt part of the prohibitive system, which may 
be broken through with the greatest advantage^ 
because it is maintained. at the greatest loss. In 
those countries which have carried the prohibitive 
system to the extent which Mr. Daines Barrington 
thought the perfection erf commerce, in Spain, for 
instance, at this instant, and in her colonies, be- 
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fore that system had deprived her of them, the 
smuggler is essential to the well-being of the 
whole nation. All external commerce depends 
on him. But in this country, and at present, I 
am far from thinking that the direct effect of his 
exertions in giving us a free trade in those com- 
modities which, from their bulk and value, faH 
within his province, are any compensation for the 
crime, the misery, and the public expense, of 
which he is the occasion and <he victim. His 
merit ih that of having supplied the only argument 
which could have enabled the improvement of our 
•commercial code. If Mr. Huskisson had had no 
better arguments than those which I have ad- 
dressed to you, he would have applied in vain to 
the Hou^e of Commons and the country. They 
have been before the public, unanswered and 
unsubmitted to, from the time of Adam Smith 
until now. Mr. Huskisson's argument was, were 
prohibitions right or wrong, wise or foolish, — 
were they attempts to protect and fostcar the in- 
dusliy of our own country, or to sacrifiee the 
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pertnaaeiit interest of the whole community to the 
temporary advantage of a portion oS its members^ 
—they were inoperative. They might annihilate 
the calling of the lawful trader^ biit it was. only to 
convert him into a smuggler; to exchange for 
legitimate commerce the crime and lawlessness 
of contraband. " Wh^t," he asked, ^^ was the 
*^ consequence of such a system ? A number .q£ 
^^ families, that would otherwise be valuable and 
/^ industrious members of society, existed and 
*' trained up their childr^ in a state of perpci- 
/^ tual w^are with the law, till they insensibly ac- 
^^ quired the habits and feeling pf outlaws, stand- 
" ing to the rest of the community rather in the 
^^ relation of pirates than of fellow-subjects. And 
" was this abominable system to be tolerated, not 
*^ to uphold the revenue, but to its injury, merely 
** because in a few secondary branches of manufac- 
*^ ture, we did not possess the same natural ad- 
'* vantages, or the same degree of skill as our 
'^neighbours?'' 
Happily these arguments were to a certain ex- 
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tent successiiil^ and it is to their force, and to the 
smuggler who gave them that force, that we are 
indebted for the relaxation which we have yet 
obtained of the fetters which, under the mask of 
protection, have so long cramped the energies of 
this country. 

In my ne&t lecture I shall consider the third 
ground on which commerdial restrictions may be 
defended, without having recourse to the mercan- 
tile theory; and I shall conclude the subject by 
some remarks on the influenqe which that theory 
is still able to exert, and the calamities to be 
apprehended if that influence should continue. 
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LECTURE III. 

MERCANTILE THEORY OF WEALTH CONCLUDED. 



I REMARKED, in my last lecture, that iher6 are 
three grounds on which an interference with the 
natural channels of commerce may^ in some cases^ 
be defended without having recourse to the mer- 
cantile theory. Two of these, security in case 
of war, and the immediate injury to the domestic 
producer with whom the imported commodity 
would interfere, I have considered. I now pro- 
ceed to the last, which is taxation : — 

The principle of free trade is non-interference: 
it is to suffer every man to employ his industry in 
the manner which he thinks most advantageous, 
without a pretence on the part of the legislator to 
controul or direct his operations. But when a 
tax is laid on any domestic product for which a 
substitute can be obtained from abroad, if the tax 
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Bxceed the difference between {he price at home 
and abroad^ and the expense of importation^ it 
may, besides the general evils necessarily incident 
to a tax, also operate aS an interference with the 
natural employment of industry. It may occasion 
the home producer to abandon his business and 
devote himself to the production of some other 
onnmodity^ by the exportaticNd of \vhich he may 
be jenabled to import, tax free, the fore%n com* 
modity. A heavy tax is imposed on the domes- 
tfc manufacture of glass : — if no resbictions were 
imposed on the importation of fordgn glass we 
should cease to manufacture glass at home, and 
devote an additional portion of our industry to the 
manufacture of commodities to be exported in 
exchange direct or indirect, for the glass of France 
and Germany. 

The obvious mode of preventing this is to levy 
an equivalent, or, as it is called, a countervailing 
duty on the foreign commodity; and we may 
easily believe that no government is likely to be 
wanting in this precaution. The £ault is uniformly 
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on the other side. Partly with a view to recoo- 
cnle to the tax the dinnesttc produoer ; ^partly in the 
hope of additional levenue; and partly with the 
patriotic intention of preceding domestic industry^ 
a spedfic tax on any home product is always ac* 
companied, not by an equivalent^ but by a much 
beavier tax on the foreign commodity which 
might be a substitote for it. And the necessary 
evils of the tax are augmented by making ita 
pretext for new restrictions on commerce. Bat 
if the duty be no more than a countervailing or 
equivalent one, it is ^subject to the exceptions 
which r shall mentipn in a subsequrat part of 
my lectures/ not a departnre from the principles 
of free trade^ but an applibation of <iiem. 

This argument, however^ is often made use of 
to sanction the grossest violation of those princi* 
pies. We have seen that free trade is founded on 
non-interference; on the unquesti(mable axiom, 
that the wealth .of the ivbole nation is best pro^ 
moted by allowing each individual to employ 
himself in the way which he thinks most advan- 
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tageous to himself^ without the' ii^iienc^ of mo- 
tives artificially supplied by partial taxatioti. Bdt 
taxation can supply sUcfi motives only while it is 
partial. When a tax is laid generally oh all em- 
ployments^ it ob^dously caik occasion no transfer 
&f industry from one employment to another. An 
exclusion of foreign commodities founded on sudh 
a tax, must, of course, either be geneml, or ft 
particular oiie. We have seen that such a gene* 
ral exclusion, if it were possible, instead of dimi- 
nishing the necessary evil of the tax, would be 
itself a fresh, and a far severer calamity. On the 
other hand, a particular exclusion would l)e an 
attempt to favour some particular class or classes 
of producers at the expense of the community. 
The first would be simply mischievous ; the se- 
bond mischievous amd unjust. 

The same aaewer i^ to be toade to the de- 
tnand by a particular class to be allowed a mond- 
poly in consideratiori of the injury which they 
suffer from the monopolies granted to others. 
It is true they are sufierers, and so is the whole 
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community^ but where would be tbe justice of an 
attempt to exempt them from their share of the 
general sufifering by inflicting a new evU on Uie 
community at large? 

As a fallacy cannot be clearly exposed with- 
out illustrations, I will venture to select a few 
examples from the debate in the House of Com- 
mons, in February, 1826, on the proposed ad- 
mission of foreign silks. The Member who 
qpened it, ssud, '^ It was utterly impossible to 
^^ compete with French silks. With a load oi 
^' debt, banging like a mill-stone around the 
^' neck of the nation, were they rational men 
*^ who could propose a competition witb a 
^^ people whose debt was almost no burthen at 
*'all?" 

The Member for Coventry asked, ^^ Could 
" they go back to the rate of wages which pre- 
'•v^led in 1792? Could they introduce the 
'^ same scale of prices ? If they could not, how 
'* could the manufacturer comp^e with the 
^^ foreigner ? " 
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Tbe Member for Lincoln said^ ^* Let gods 
'^ destroy time^ taxes, and poor-rates, and then 
^* let any newly enlightened minister open his 
*^ eager arms to admit the unrestrained com- 
^* merce of the world. But until that were done, 
*^ to talk of free trade, what was it, but to jwdr 
*' pose that a man bound in fetters should try his 
^^ strength and agility with one whose limbs were 
^'wholly free?" 

Ev^i Mr. Baring urged as an objection to the 
measure, the advantage possessed by the foreigner 
in the cheapness erf labour ; and thought ^^ this 
^* anpther proof in addition to the many which 
^^ already existed on the same subject, which, in 
" his opinion, proved beyond the possiUlity of a 
^* doubt, that it would be impossible for the Eng- 
^^ lish manu&cturers ever to bring down their 
^' goods to such a price as would enable them to 
^^ compete with the workmen of other nations." 
He went on to say^ ^* that the Right Honour- 
" able Gentleman was proceeding on wrong 
** grounds with respect to his whole commercial 
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*^ system. He ought to begin witk the' Corn 
•* Laws." 

r^ To every (me of these arguments the answer 
18 the same. The Poor Laws and ibe Najtional 
Debt^ or rather the taxation which they occa- 
sion, are evils. The Com Laws are an evil« not 
so great perhaps as either of the fi^rmer^ but 
more galling from their injustice. But do any 
of these evils peculiarly affect the maau&ctuiers 
of silk? If foreign silks were freely admitted^ 
iqust they hot be paid for, directly or indirectly, 
with English manufd^ures, and if these burtheM 
disable our silk manufacturers from competing 
with foreigne|;s, must Ihey not equally disable 
our other mcpiufecturers? On this, suppo^tion, 
must not these burthens of themselv^ form the 
most (Cffectujeil . prohibition of :foceign alks;^ iby 
preventing (he exportation of Englkh equiva- 
lents? Again, because we are prohibited from 
obtaining bread on the best terms» are viQ^ 
therefore, to be prdiibited from using the most 
advants^ous means to obtain silk? Because 
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puUie lH)iie>ur» and even common honesty^ re- 
quire that every man should contribute a pen*-* 
tion of his income to the public creditor^ should 
he therefore be lequired to pay a larger sum than 
is necessary to his silk merchant. 

The fallacy is, however, most striking when 
the ]^^ext for monopoly is the : high rate of 
EngiiiA wages. It is, in the first plac^, opieh to 
^ general answer, that not pressing peculiarly 
upon any one class^ it;gives to no, one class tt 
claim to peculiar privileges ; and the force of this 
answer is, if possible, increased when high wages 
am ui^ as a ddenoe for thi^ monopoly enjoyed 
by the producers of com, a olass of persons who 
obtain labour on dbeaper terms &an the rest of 
the Qommunity. But it is open to the stdditional 
answer, that high wagw instead of preventing 
our manufacturers frcto competing with fdreign 
countries, are, in fact, a necessary consiequenc^ of 
the very cause which enables us to compete with 
them, — of the very cause which enables us to 
obtain in return for the produce of one English* 
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man's labour for a day, or a week, or a month, 
commodities produced by the labour of periiaps 
two Frenchmen, four or five Poles, and more 
than ten Hindoos ; namely, the superior produc- 
tiveness of English labour. 

I am aware that this proposition may be to 
many of my readers paradoxical. A statem^t^ 
at this place, of the arguments which have con* 
vinced me of its truths would be an inconvenient 
digression, besides involving many other propo* 
sitions which are far from elementary. Indeed^ I 
have introduced it here, though unnecessary to 
my reasoning, only to suggest to those among my 
hearers who are anxious to extend the limits of 
the science, an important and very neglected 
subject of inquiry, — namely, the differences in the 
amount of money wages in different countries, 
and the causes of those differences*. 

With these remarks I might close all that I 
have to say on the mercantile theory of wealth, 

* The author has subsequently considered this subject, in a 
Lecture «• On the Cost of obtaining Money/*— Murray, 1830. 
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and on the practice which that theory has occa- 
sioned ; but I have discussed it at so much lengthy 
and there is such difficulty in following a long 
discussion in the form of Liectures^ that I should 
wish to conclude by a recapitulation of the heads 
of the argument. Fortunately, I can do this, 
and that in language far better than my own, by 
reading to you the most important document 
on the science of trade which has ever been made 
public^ — ^the Petition of the British^ Merchants 
presented to Parliament in May, 1820. That 
Petition conveys the deliberate judgment <>f the 
first commercial members of the greatest com- 
mercial country that exists, or ever has ex- 
isted. It conveys their judgment upon facts 
constantly before their eyes ; complains of evils 
by which they must have been principally affected; 
and points out remedies of which the experiment 
was to be tried on themselves. Besides its merits 
as a composition, besides its fulness, perspicuity, 
and precision, besides the conviction which its 
conclusions must have carried if their force had 
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depended, like that df my own, solely on "their {)re- 
mises/ it has ail the i^dght of ihe'mdst powerful 
testimony ; of the testimony of persons who could 
not easily be deceived/ since they were stating 
the results of their own long and daily experience 
and could havd had no motive to deceive others, 
since they would havo'theftaselves been the earli- 
est and most extensive sufferers^ if their con- 
clusions had been erroneous. 

As th6 obj^t of tb6 petitiojfiers wad to ol>tatn 
the rertoval of existing evils, not to account for 
their origin, they have nbt traced the restrictive 
system to the mercantile theory of wealth. In 
every other respect their reasonings will be 
found to differ from those which I haver ad- 
dressed to you only in the superiority of their 
expression. - 

The Petition states-^ 

" That foreign commerce is eminently eon- 
^* duciye to the wealth and prosperity of a country 
"by enabling it to import the commodities for 
•^ (he production of which the soil, clraiate, capi- 
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^f tal anil^ndustry of other countries are bes^ cal- 
^^ eulatedy and to export in payment those articles 
•* for which its own situation is better adapted. 

'^ That freedom from rei^aint is best calcu* 
"lated to give the utmost exteasion ]kOi foreign 
^* trade, and the . best < direction to ihe capitsd 
^* and iiidustry, of the country. 

^^ That 4he maxim of buying in the cheapest 
*^ market and selling in the dearest, which regn- 
^^ iates eveiy merchant in. his individual dealings^ 
".is strictly applicable^ ^s the best rule fpr the 
^^ trade of the whole nation. 

" That a policy founded on these principles 
'^ would render the commerce of the world an 
/* interchange of mutual advantages, and diffuse 
/* ap increasp of wealth and enjoyments among 
•^ the inhabitants of each state. 

^* That, unfortunately, a policy the very re- 
", v^rse of this has been, and is, more or less, 
•'adopted and acted upon by the government of 
"this and of every oth?r cpuntry ; each trying 
*' to exclude the productions of other countries^ 
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'^ with the spedous and well-meant design of en- 
^' couraging its own productions: thus inflicting 
'^ on the bulk of its subjects^ who are consumers, 
*^ the necessity of submitting to privations in the 
^ quantity or quality of commodities ; and thus 
^' rendering what ought to be the source of mutual 
^^ benefit and of harmony among states, a con- 
" stantly recurring occasion of jealousy and 
^^ hostility. 

" That the prevailing prejudkes in favour 
*^ of the protective or restrictive system may 
^^be traced to the erroneous supposition^ that 
*^ every importation of foreign commodities oc- 
*^ casions a diminution or discouragement of 
" our own productions to the same extent; 
^* whereas it may be clearly shown, that although 
'^ the particular description of production which 
^^ could not stand against unrestrained foreign 
^^ competition, would be discouraged, yet as 
^^ no importation could be continueB for any 
*^ length of time witout a corresponding ex- 
'* portation, direct or indirect, there would be 
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^* an encouragement^ for the purpose of that ex- 
^^portation, of some other production to which 
^^ our situation might be better suited; thus 
'* affording at least an equal, and probably a 
*^ greater, and certainly a more beneficial^ em- 
*' ployment tp our own capital and labour. 

"That of the numerous protective and pro- 
^^ hibitory duties of our Commercial Code, it 
^^ may be proved, that while all operate as a 
'^ very heavy tax on the community at large, 
** very few are of any ultimate benefit to the 
" classes in whose favour they were originally 
*^ instituted^ and none to the extent of the loss 
** occasioned by them to other classes. 

'* That among the other evils of the restrictive 
*^ or protective system, not the least is, that 
^* the artificial protection of one branch of in- 
'* dustry, or source of production, against foreign 
^^ competition, is set up as a ground of claim 
*' by other branches for similar protection ; so 
" that if the reasoning upon which these restric- 
*' tions or prohibitory regulations are founded 

G 
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*^ were followed out consistently^ it woold not 
^' stop shwt of exduding us from all foreign com- 
^^ merce whatsoever. And the same train of 
^^ argument which, with corresponding prc^bi- 
'' tions and protective duties, should exdude us 
'^ from fordgn trade, might be brought forward 
•^ to justify the re-enactment of restrictions upon 
^* the interchange of productions (unconnected 
*^ with public revenue) among the kingdoms com- 
*^ posing the union, or among the counties of the 
^' same kingdom. 

'' That an investigation of the effects of the re- 
^^ strictive system at this time is peculiarly called 
*^ for^ as it may, in the opinion of your Petitioners, 
** lead to a strong presumption that the distress 
'^ which flow so generally prevails, is condderably 
" augmented by that system ; and that some re- 
*^ lief may be obtained by the earliest practk^ble 
*' removal of such of the restraints as may be shewn 
'^ to be most injurious to the capital and industry of 
'' the ccHnmUnity, and to be attencted with no com- 
'^ pensating benefit to the pttUic revenue. 
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*^ That a declaration against the anti^^om- 
^^ mercial principles of our restrictive system is 
" of the more importance at the present juncture, 
^^ inasmuch as, in sevet^l instances of recent oc- 
'' currence, the merchants and manufacturers in 
*^ foreign states have assailed their respective 
^* governments with applications for further pro- 
^•teotive or prohibitory duties and regulations, 
'^urging the example and authority of this 
" country, against which they are almost ex- 
^^ clusively directed, as a sanction for the policy 
^^ oi such measures. And^ certsdnly, if the reason- 
" ing iq)on which our restrictions have been de- 
^^ fended is worth any thing, it will apply in 
** behalf of the regulations of foreign states against 
** us. They insist upon our superiority in capital 
'• and machinery, as we do upon their com- 
** parative exemption from taxation, and with 
*^ equal foundation. 

^^ Thai nothing would tend more to counter- 
•* act the commercial hostility of foreign states 
*^ than the adoption of a more enlightened and 
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'' more conciliatory policy on the part of this 

•^ country. 

'' That although^ as a matter of mere diplo- 
" macy, it may sometimes answer to hold out 
•* the removal of particular prohibitions or high 
** duties^ as depending upon corresponding con- 
•' cessions by other states in our favour, it does 
*^ not follow that we should maintain our re- 
*^ strictions in cases where the desired concessions 
•* on their part cannot be obtained. Our restric- 
'^ tions would not be less prejudicial to ottr own 
" capital and industry because other governments 
" persisted in preserving impolitic regulations. 

" That upon the whole the most liberal would 
'* prove to be the most politic course on such 
** occasions. 

" That independent of the direct benefit to 
*^ be derived by this country on every t)ccasion 
*^ of such concession or relaxation^ a great inci- 
" dental object would be gained, by the recogni- 
^^ tion of a sound principle or standard^ to which 
^^ all subsequent arrangements might be referred ; 



Digitized by 



Google 



MfiRCANTlLB THEORY OF WEALTH. 85 

*^ and by the salutary influence which a promul- 
" gation of just views by the legislature, and by 
^' the nation at large^ could not fail to have on 
*^ the policy of other states. 

^^ That in thus declaring, as your Petitioners 
*^ do, their conviction of the impolicy and in- 
^^ justice of the restrictive system, and in desir- 
'* ing every practicable relaxation of it, they have 
*^ in view only sudi parts of it as are not con- 
'^ nected, or are only subordinately so, with the 
'' public revenue. As long as the necessity for 
^^ the present amount of revenue subsists, your 
*^ Petitioners cannot expect so important a branch 
'* of it as the Customs to be given up, nor to be 
^^ materially diminished, unless some substitute, 
^^ less objectionable, be suggested. But it is 

^* AGAINST EVERY RESTRICTIVE REGULATION OF 
'^ TRADE NOT ESSENTIAL TO THE REVENUE, AGAINST 
^* ALL DUTIES MERELY PROTECTIVE FROM FOREIGN 
" COMPETITION, AND AGAINST THE EXCESS OF SUCH 
^^ DUTIES AS ARE PARTLY FOR THE PURPOSE OF 
'* REVENUE AND PARTLY FOR THAT OF PROTECTION, 



Digitized by 



Google 



86 BIBRGANTILE THEORY OF WEALTH. 

^* THAT THE PRAYER OF THE PRESENT PETITION IS 
*' RESPECTFULLY SUBMITTED TO THE WISDCM OF 
•* PARUAMENT. 

*^ Your Petiticmers, therdbre^ humbly pray, 
^^ that your Honourable Hoase will be pleased 
^^ to take ibe suloject into oonsaderation, and to 
^ adopt such measures as may be calculated to 
^^ give greater freedom to foreign commerce) and 
*\ thereby to increase the resources of the state.** 

I cannot resist the temptation of adding, though 
it must be unnecessary, to the testimony df the 
Petitioners^ that of one of the wisest and most 
patriotic statesmen whose services this country 
has ever enjoyed,— of that excellent aid en- 
lightened man whom disease has now so recently 
snatched from the national -councils. Before this 
Petition was presented to Pm*liament, it was sub- 
mitted to Lord Liverpool, by a deputation of the 
most eminent of the Petitioners. Lord Liverpool 
read it aloud to them, probably to mark that no 
part of its contents could have escaped his notice, 
and then added — '* That, with every sentiment 
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AND EVERY PRINCIPLE CONTAINED 1^ THE PETI- 



^^ TION HE FULLY AND UNRESERVBPLY AGREED^ AND 
^* THAT IF HE WERE THEN TO FORM A COMMERCIAL 
" CODB^ THOSE WERE THE PRINCIPLES ON WHICH HE 
^* WOULD ESTABUBH IT.'* 

I have to apologize for having detained you 
so long, and at the very outset of my Lectures, 
on a single point. A view of the mercantile 
theory of wealth was essential^ but the symmetry 
of my course would have been improved if I had 
disposed of it, as I certainly might have done, 
more briefly, — ^if I had contented myself with ex- 
posing the absurdity of that theory, and omitted 
all consideration of its practical consequences. 
My reasons for going into it at so much length 
were, first, that the mercantile theory is a de- 
tached suliyect in Political Economy, more ca- 
pable than any other of being submitted to those 
who are not fiMniliar with the science, or, what is 
the same as &* as my Lectures are concerned, 
with die view wluch I take of it. And, secondly, 
becai]»e the question whether the mercantile sys- 
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tern shall be abandoned or sball be aggravated 
and extended; or, in other words^ the question 
of free trade is^ next to the Reformation, next 
to the question of free religion, the most mo- 
mentous that has ever been submitted to humsoi 
decision. 

If the unhappy prejudices that now exist on 
this subject should continue, and if the extension 
of representative governments should increase the 
power of public opinion over the policy of nations, 
I fear that commerce may not long be enabled to 
retain even that degree of freedom that she now 
enjoys. Much, perhaps every thing, depends on 
the example to be set by this country. I have 
perfect reliance on the knowledge and good inten- 
tions of our present ministers ; but very littie on 
the knowledge possessed by the country at large. 
And if ministers are unsupported by the commu- 
nity at large, if each class in turn is to be pennit^ 
ted a comfdete or a partial monopoly, smd Imbed 
by this sacrifice of the general and permanent 
interest of the public, to its own partial and im- 
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mediate advantage^ to allow others to clamour 
for the power to exercise a similar oppression,-^ 
if ministers are not aided by the public voice in 
their struggles against individual rapacity, — we 
shsdl tread backwards and with greater rapidity 
the few steps which we have so laboriously gained. 
Slowly and reluctantly, and as if parting from our 
dearest friend, '^we have begun to withdraw from 
the restrictive system. If once we begin to re- 
approach it, I am justified by all experience in 
the fear that in our retrograde motion we shall 
not stop at the point at which we originally set 
out. It will have been an unsuccessful rebellion 
against pedlar prejudice^ and^like all unsuccessful 
rebellions^ strengthen and consolidate the ruling 
power* We shall again adopt, and with more 
skill to enforce it, the third of Edward lY. as the 
fundamental law of the customs, and consider, 
with Mr. Daines Harrington, a system of general 
and absolute prohibition to be founded on the 
wisest principles of commerce — a system, which, 
to borrow the words of Mr. Huskisson, pro- 
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daims that ^' All interchange of their respective 
^^commodities between tfie different nations of 
^^ the world is a source of evil to the one or 
^^ to the other ; that each country ought to ^ut 
^' itself up within itself^ making the most of its 
^^ own resources^ refiemg all commerce with 
^^ any other country, barbarously content to 
^^ satt&r wants whidi this comm^t)e might easily 
^^ si^)[dyt and to waste its own superfluous pro- 
^^ du^kms at home, because to exchange them for 
'^ the superfluous advantages o( that other country 
*^ would be ruinous to both/' 

Jt is not enough to say that such a state of 
things (and it is a state to wfaich^ bdween our 
own prohilHtions and restrictions, and &e retalia- 
tory measures of other countries, we were rapidly 
approaching) would be mischievous to this coun- 
try ; it would carry with it total and irremediable 
ruin. The inhabitants of countries of vast extent, 
possessing every variety of soil and climate, like 
Russia and China, though their enjoym^its mi^t 
be much increased by foreign commerce^ can 
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yet exist without it. And there are other coun- 
tries which 9 from their poverty or their situation^ 
the small value of the equivalents which they have 
to ^ffer^ or their difficulties of access^ are unable 
to ^oy it. But both natural causes and the 
course of evrats^ while they have admirably fitted 
Great Britain for extensive commerce, have ren- 
dered her totally dependent on it. Nature has 
placed her in the centre of civilization^ between 
the two worlds, but nearer to the more opulent 
hemii^here, — ^has surrounded her with seaports 
and intersected her by navigable rivers. She 
has given to her a climate eminently favourable 
to continued exertion of body and mind^ and en- 
rk)hed her with minerals more abundant, more 
varied^ and better adapted to one another, and 
to the wants of mankind^ than those of any 
other country of equal extent. But there the 
f)it)fBseness of her generosity has creased. Our 
territory b of liadted extent^ and still more 
limited fertility. Our climate confines us to a 
narrow range of vegetable productions, and what 
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we have are not distinguished by their excellence 
or their abundance. What would be the food^ 
and what would be the clothing, of even our 
poorest population^ if they were formed only of 
indigenous materials ? What houses or what 
ships could we build from our internal resources ? 
On the other hand, the absence of unnecessary 
religious restraint, the security of person and pro- 
perty, the freedom of internal trade, our immunity 
from hostile invasion, and the non-existence of 
privileged orders, or of artificial obstacles to the 
ambition of the humblest individual — all these 
negative advantages, which it might have been 
supposed that every nation would secure to itself, 
but which, in fact, have never been fully enjoyed 
by any extensive country except Great Britain, 
and the nation which Greait Britain has founded — 
all this absence of artificial evil has enabled us, 
during the 140 years that have elapsed since the 
Revolution perfected and secured it, to more 
than double our numbers, and more than quad- 
ruple our wealth. If we had done only one 
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of these things, if we had only increased our 
wealth, preserving our numbers unaltered, we 
should certainly have suffered severely from the 
privation of foreign commerce, our cirde of enjoy- 
ments and our power would have been much 
diminished, but we might have existed, as a back- 
ward and second-rate nation, on the products of 
our own soil, worked up by our own manufac- 
turers. Or if our numbers had increased without 
any addition of our wealth, the mass of our popu- 
lation would have been in nearly the same situa- 
tion, in respect to wealth, in which the mass of 
the Irish population is now. They would have 
been eaters of potatoes instead of wheat, clothed 
in the rough manufactures of the country, and 
enabling a race of overgrown landlords to waste 
in coarse profuseness the cheap labour of their 
retainers. We should have felt little the want of 
foreign commerce, as little could have been ob- 
tsdned from it in return for the produce of our 
ill-directed labour. 

But the course which we have run has corn- 
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bined increased numbers with more varied wants 
and greater powers of production ; an increased 
taste for those comforts and luxuries whidi our 
owii soil and climate deny^ and still more increased 
means of purchasing them. The well-directed 
labour oi an Englishman is worth twice as much 
as that of any other inhabitant of Europe ; it is 
worth four or five times as much as the labour of 
the less advanced European districts ; it is wortii 
twelve or fifteen times as much as the labour of 
the most civilized Asiatic nations. It is true that 
the long course of perverse commercial legislation 
from which we are but beginning to emancipate 
oursdves> has prevented us from turning these 
advantages to the best account. Cramped* how- 
ever^ as we have been^ we have so far made use 
of ihem, tiutt a very large portion oi our labouring 
classes are employed directiy^ or indirectiy* in 
obtaining fareiga conamodities ; tiiat we scarcely 
make a meal^ or put on a dress, or enter a house 
formed solely of domestic materials. We are de- 
pendwt on hmga countries, not merely for what 
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is agreeable^ but for what custom has rendered 
necessary. Do I regret this dependence? Far 
fix)m it, for it is the necessary consequence of two 
great benefits, the increase of our numbers and 
the increase of our wealth. It is the necessary de- 
pendence of the rich on the poor, of a metropolis 
on the surrounding country. The half-naked sub* 
jects of Caractacus were doubtless independent of 
foreign supplies, and so is the semi-barbarian 
who burrows in the ruins of Persepolis^ and 
gathers his dates among the remains of palaces. 
Every approach on our part to a similar inde- 
pendence must be obtained by an approach to 
a similar condition. But if we only consent to 
use and improve to the utmost our natural and 
acquired advantages^ if we only consent to buy 
what our neighbours are willing to sell^ if we 
cease to refuse what they offer us on the ground 
that they offer it too cheaply, if, to use the words 
which the Member for Lincoln intended for irony, 
we open our eager arms to the unrestricted com- 
merce of the world, I see no definite term to the 
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course of prosperity before us. I see no cause 
that, for ages to come, need check the progress 
of our wealth and our population. I see no 
reason why England^ which now supports in 
virtue and in happiness more human beings than 
any other dbtrict of equal extent, should not con- 
tain a much larger population with still greater 
moral and physical advantages. 



THE END. 
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